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SECURITIES ACT OF 1933 
Release No. 6171/December 21, 1979 


In the Matter of 


BURLINGHAM UNDERWOOD & LORD 
RETIREMENT PLAN 

One Battery Park Plaza 

New York, New York 10004 


(18-65) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 3(a(2) OF THE SECURITIES ACT OF 
1933 FOR AN ORDER EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT INTER- 
ESTS OR PARTICIPATIONS ISSUED IN CONNEC- 
TION WITH THE BURLINGHAM UNDERWOOD & 
LORD RETIREMENT PLAN 


NOTICE IF HEREBY GIVEN that Burlingham Under- 
wood & Lord (the ‘‘Applicant’’), a law firm organized 
as a partnership under the laws of the State of New 
York, has, by letters dated June 1, 1979, November 
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21, 1979, November 27, 1979 and December 5, 
1979, filed an application for exemption from the 
registration requirements of the Securities Act of 
1933 (the ‘‘Act’’) for interests or participations 
issued in connection with the Burlingham Under- 
wood & Lord Retirement Plan (the ‘‘Plan’’). All inter- 
ested persons are referred to that document, which 
is on file with the Commission, for the facts and 
representations contained therein, which are sum- 
marized below. 


|. Introduction 


The Plan covers Applicant's employees, of whom 43 
persons were eligible to and did participate in the 
Plan as of January 1, 1979. Employees of the Appli- 
cant are eligible to participate in the Plan if they 
completed three years of service with Applicant. 


Applicant states that the Plan is of the type, com- 
monly referred to as a “Keogh” plan, which covers 
persons (in this case, Applicant’s partners) who are 
“employees” within the meaning of Section 
401(c)(1) of the Internal Revenue Code of 1954 (the 
Code’), and therefore is excepted from the 
exemption provided by Section 3(a)(2) of the Act for 
interests or participations in certain employee 
benefit plans of corporate employers. 


In relevant part, Section 3(a)(2) provides, that the 
Commission may exempt from the provisions of 
Section 5 of the Act any interest or participation 
issued in connection with a pension or profit- 
sharing plan which covers employees, some or all of 
whom are employees within the meaning of Section 
401(c)(1) of the Code, if and to the extent that the 
Commission determines this to be necessary or 
appropriate in the public interest and consistent 
with the protection of investors and the purpose 
fairly intended by the policy and provisions of the 
Act. 


ll. Description and Administration of the Plan 


Applicant states that the Plan was adopted on 
December 28, 1978, effective as of January 1, 
1978. Applicant has applied to the Internal Revenue 
Service for a determination that the Plan is a quali- 
fied plan under Section 401(a) of the Code but has 
not yet received such a ruling. The Plan is an 
“employee pension benefit plan” subject to regula- 
tion by the Department of Labor under the Employee 
Retirement Income Security Act of 1974. (“ERISA”) 
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and is subject to the fiduciary standards and to the 
full reporting and disclosure requirements of 
ERISA. 


Applicant states that the Plan covers partners and 
employees of a single firm and is not a uniform 
prototype or a master plan of a type designed to be 
marketed by a sponsoring financial institution or 
promoter to numerous unrelated self-employed 
persons. 


Applicant states that United States Trust Company 
of New York is the trustee (the ‘‘Trustee’’) for the 
Plan under a trust agreement (the ‘Trust Agree- 
ment’). Under the Trust Agreement the Trustee has 
physical custody of the assets of the Plan. Also, 
Applicant has appointed an independent invest- 
ment manager of the assets of the trust established 
under the Plan. Said manager is duly registered 
with the Commission pursuant to the Investment 
Advisers Act of 1940. 


Applicant represents that it contributes to the Plan 
on an annual basis on behalf of each participant out 
of its net earnings amounts equal tothe lesser of 5% 
of such participant's compensation or $5,000. 
Under the Plan, participants may make voluntary 
contributions to the Plan in amounts up to 10% of 
their compensation. 


Applicant states that it has not distributed and does 
not intend to distribute any type of promotional 
material relating to the Plan (other than such mate- 
rial as Applicant is required under ERISA or the 
Code to distribute to participants or to employees) 
and has not made and does not intend to make any 
solicitation of voluntary contributions under the 
Plan. Applicant makes available to Plan partici- 
pants, upon request and without charge, copies of 
the Plan, the Trust Agreement and the latest interim 
financial statement of the Plan. 


Applicant contends that were it a corporation, 
rather than a partnership, interests or participations 
issued in connection with the Plan would be exempt 
from registration under Section 3(a)(2) of the Act, 
because no person who would be an ‘‘employee”’ 
within the meaning of Section 401(c)(1) of the Code 
would be participating in the Plan. Applicant argues 
that the mere fact that it conducts its business as a 
partnership rather than as a corporation should not 
result in a requirement that interests in the Plan be 
registered under the Act. 
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Applicant submits that the intent of Congress in 
excluding from the blanket registration exemption 
of the Act plans in which self-employed persons are 
participants was to prevent the sale without regis- 
tration of interests or participations in prepackaged 
plans offered by financial institutions to self- 
employed persons lacking the sophistication to pro- 
tect themselves and their participating employees. 


Applicant states that it is engaged in furnishing 
professional services of a type which necessarily 
involves financially sophisticated and complex mat- 
ters and is therefore able to represent and protect 
adequately iis interest and those of Plan 
participants. 


Applicant concludes that for the foregoing reasons, 
granting the requested exemptive order would be 
appropriate in the public interest, consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than January 15, 1980 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his or her interest, the 
reason for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he or she 
may request to be notified if the Commission shall 
order a hearing thereon. Any such communication 
shall be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549.A 
copy of such request shall be served personally or by 
mail upon Applicant at the address stated above. 
Proof of such service (by affidavit or, in the case of 
an attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. An order dispos- 
ing of the matter will be issued as of course 
following January 15, 1980, unless the Commis- 
sion thereafter orders a hearing upon request or 
upon the Commission's own motion. Persons who 
request a hearing, or advice asto whether a hearing 
is ordered, will receive any notices and orders 
issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16443/December 20, 1979 


Securities Position Listing Rule 


ACTION: Final rule. 


SUMMARY: The Commission is adopting a pre- 
viously proposed rule requiring clearing agencies to 
provide securities position listings to issuers whose 
securities the clearing agency holds in its name or 
that of its nominee. A securities position listing is a 
list of the participants in a clearing agency on whose 
behalf the clearing agency holds the issuer's securi- 
ties and of their positions in the issuer's securities 
as of a specified date. 


EFFECTIVE DATE: 30 days after publication in the 
Federal Register. 


FOR FURTHER INFORMATION CONTACT: Jerry R. 
Marlatt, Attorney, Division of Market Regulation, 
Securities and Exchange Commission, Washing- 
ton, D.C. 20549 (202) 272-2792. 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission today announced the 
adoption of Rule 17Ad-8, requiring clearing agen- 
cies to furnish a securities position listing to an 
issuer at the issuer’s request. The rule, which 
becomes effective 30 days after publication in the 
Federal Register, was proposed in Securities 
Exchange Act Release No. 14493, February 22, 
1978; 43 FR 8269, March 1, 1978. In accordance 
with Section 17A(d)(3)(A)(i) of the Securities 
Exchange Act of 1934 (the ‘’Act’’), 15 U.S.C. 78q- 
1(d\(3)(A)(i), the Commission has consulted and 
requested the views of the Board of Governors of 
the Federal Reserve System at least fifteen days 
prior to this announcement. 


The rule as proposed would have required regis- 
tered clearing agencies to transmit securities posi- 
tion listings to issuers at least annually, or more 
frequently at an issuer’s request. Annual and quar- 
terly listings would have been provided without 
charge, but more frequent listings would have been 
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subject to a reasonable charge based on the clear- 
ing agency's cost of preparation. 


Under the proposed rule, clearing agencies also 
would have been required to furnish a securities 
position listing to non-issuers (i) who certified their 
entitlement under Federal law or applicable state 
law to inspect, obtain, or otherwise gain access to 
an issuer's list of security holders of record or secur- 
ities position listing or (ii) who attested that the 
issuer had consented to the clearing agency provid- 
ing the list to them. Non-issuers would have been 
required to notify issuers of their request, and 
issuers would have had an opportunity to contest 
claims of entitlement. All listings provided to non- 
issuers would have been subject to a reasonable 
charge. 


The impetus for the proposed rule was the recom- 
mendation in the Final Report of the Street Name 
Study that “each depository be required to transmit 
periodically to each issuer whose securities the 
depository holds of record a list of the persons on 
whose behalf the depository holds the securities.""' 
That recommendation was intended to formalize an 
existing depository practice which permits issuers 
to initiate the issuer-security owner communica- 
tion process directly with depository participants 
rather than with depositories. The proposed rule 
went beyond the Street Name Study recommenda- 
tion, however, by extending the requirement to all 
clearing agencies. The reason for the extension was 
that, although depositories hold the great majority 
of securities held by clearing agencies, clearing cor- 
porations also may hold securities in their name or 
that of their nominee. 


The proposal also went beyond the recommenda- 
tion in the Street Name Study by providing that 
certain non-issuers would have been able to obtain 
securities position listings directly from clearing 
agencies without the need for issuer cooperation. 
The reason for extending this authority to certain 
non-issuers was that depositories sometimes have 
refused to provide securities position listings to per- 
sons other than issuers. In addition, issuers often 





'SEC, Final Report of the Securities and Exchange 
Commission on the Practice of Recording the 
Ownership of Securities inthe Records of the Issuer 
in Other than the Name of the Beneficial Owner of 
Such Securities, pursuant to Section 12(m) of the 
Securities Exchange Act of 1934 (Committee Print 
1976) (the ‘Street Name Study’”’), 55. 


4/SEC DOCKET 


have argued that under state law they are obligated 
to reveal only their shareholders of record list, a list 
which discloses depositories as the owner of record 
but not the identities of depository participants on 
whose behalf the depository is holding securities. 
As a result, non-issuers that are entitled to inspect, 
obtain or otherwise gain access to an issuer's 
shareholders of record list often are required to 
begin the communication process with depositories 
rather than with depository participants—a require- 
ment that adds an additional step to the security 
owner communications process. 


The Commission received nineteen comment let- 
ters on the proposed Rule.? The commenters gener- 
ally endorsed that part of the proposed rule which 
would require clearing agencies to provide securi- 
ties position listings to issuers. Numerous criti- 
cisms were raised regarding the providing of 
securities position listings to non-issuers, however. 


After reviewing the comment letters and reassess- 
ing the need for the proposed rule, the Commission 
has decided to (i) adopt, with certain changes, that 





?Eight letters were received from corporations: 
American Standard, Inc. (“American Standard”), 


Caterpillar Tractor Co. (‘‘Caterpillar’’), Dresser 
Industries, Inc. (‘Dresser’), Glosser Bros. (‘‘Glosser 
Bros."’), Joy Manufacturing Co. (“Joy Mfg."’), Litton 
Industries (““Litton’’), Pacific Gas and Electric Cor- 
pany (“PG&E”), and A.O. Smith Corporation 
(“Smith Corp.”). 


Four letters were received from associations: Amer- 
ican Bar Association (“ABA”), American Bankers 
Association (‘‘Am. Bankers Assoc.’’), American 
Society of Corporate Secretaries, Inc. (““ASCS”), 
and Western Stock Transfer Association, Inc. 
(“WSTA"). 


Four letters were received from clearing agencies: 
Bradford Securities Processing Services, Inc. 
(‘BSPS"), Depository Trust Company (‘‘DTC”), 
National Securities Clearing Corporation (‘“NSCC”’), 
and Pacific Securities Depository Trust Company 
(sPSDIG"). 


Two letters were received from individuals: Joseph 
M. Jankite (““Jankite’’), and Charles P. Stetson, Jr. 
(“Stetson”). 


One letter was received from an investment banker 
A.F. Castellano (“Castellano”). 
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portion of proposed Rule 17Ad-8 which would 
require clearing agencies to provide securities posi- 
tion listings to issuers, but (ii) withdraw that portion 
of the proposed Rule which would have provided 
non-issuers with access to securities position list- 
ings. The following discussion focuses on the four 
sections of proposed Rule 17Ad-8 and consists of (i) 
a description of each proposed section, (ii) a sum- 
mary of the comments received on the section, and 
(iii) the Commission’s action on the adoption, 
amendment, or withdrawal of the section. 


A. Proposed Section 17Ad-8(a)—Definition of 
Securities Position Listing. 


This section of the proposed rule defines the term 
“securities position listing.’ No comments were 
received on the definition, and the Commission has 
adopted the section as proposed. 


B. Proposed Section 17Ad-8(b)—Requirement that 
Clearing Agencies Transmit Securities Position 
Listings to Issuers. 


As discussed, this section of the proposed rule 
would have required clearing agencies to transmit 
securities position listings to issuers annually, or 
more frequently at the issuers’ request. Annual and 
quarterly listings would have been provided without 
charge, but more frequent listings would have been 
subject to a reasonable charge. 


Some commenters specifically supported the pre- 
vailing depository practice of providing securities 
position listings to issuers, and no commenter cri- 
ticized the practice. There was a difference of opin- 
ion, however, concerning the need to formalize the 
practice in a Commission rule and on the need to 
extend the practice to clearing corporations. More 
specifically, four commenters endorsed the section 
as proposed, while one depository indicated that it 
was not aware of occurrences which suggested a 
need for the proposed rule. A clearing corporation 
argued that the rule should be limited to deposito- 
ries and should not be applied to clearing corpora- 
tion functions, such as delivery and receipt services 
and the provision of financing for securities tran- 
sactions, although in providing those services a 
clearing corporation may hold some customer 
securities in a segregated account or in nominee 
name pending delivery. 


In addition to those general comments, there were 
two specific concerns raised by the commenters. A 
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corporation suggested that a depository should be 
required to transmit securities position listings to 
issuers within fifteen days of the request and that a 
regular annual listing be transmitted within thirty 
days of the close of the corporate year. 


A number of commenters also were concerned 
about the provision which would have required 
clearing agencies to transmit annual and quarterly 
securities position listing to issuers free of charge. 
One commenter argued, for example, that ‘the cost 
will be passed on to all participants in a depository, 
even those who do not have a position in a particular 
stock.’’ A clearing corporation said that, if the pro- 
posed rule were to apply to all clearing agencies, not 
only to depositories, then a clearing agency should 
be compensated for each listing it is required to 
provide. A depository wrote that it “believes the 
current practice of requiring issuers to bear such 
costs other than at the time of a shareholders meet- 
ing represents a more reasonable approach ... .”’ 
Another depository expressed a similar view. A 
second clearing corporation felt that requiring 
clearing agencies to provide an annual and quar- 
terly listing to issuers free of charge was an unne- 
cessary burden in view of the modest cost now 
imposed on issuers to receive a securities position 
listing. 


Finally, a corporation expressed concern about the 
ability of corporations with small capitalization to 
communicate directly to their shareholders with 
frequency and without delay. It argued that the pro- 
posed rule does nothing to alleviate ‘‘the hiding of 
beneficial ownership via usage of nominee names,” 
but “‘actually gives tacit approval to the 
continuance.”’ 


The Commission believes that section (b) of the 
proposed rule, with the amendments discussed 
below, should be adopted for two reasons. First, 
unlike depositories, clearing corporations custom- 
arily do not provide securities position listings to 
issuers. As a result, although the great majority of 
securities held by registered clearing agencies are 
held by depositories, issuers still are required to 
initiate the communication process with clearing 
corporations rather than with the clearing agencies’ 
participants, a step that the Commission believes 
should be eliminated. 


Second, this requirement is a necessary comple- 
ment to Securities Exchange Act Rule 14d-5 (17 
CFR 240.14d-5) which the Commission recently 
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adopted.? Rule 14d-5 gives bidders a Federal right to 
disseminate tender offer materials by means of 
mailings pursuant to the stockholder lists of the 
subject company and securities position listings of 
clearing agencies. At the election of the subject 
company, the dissemination may be conducted 
either by the bidder, using lists furnished by the 
subject company, or by the subject company itself, 
in which case the bidder would not be furnished 
copies of the lists. Because the operation of Rule 
14d-5 is dependent on issuers receiving securities 
position listings from clearing agencies, the Com- 
mission believes requiring clearing agencies to fur- 
nish issuers with those listings is a necessary 
complement to the implementation of Rule 14d-5. 


With regara to the comment that clearing agencies 
should be required to provide securities position 
listings to issuers within specific time periods, the 
Commission is unaware of any instance in which a 
depository has not furnished a securities position 
listing to an issuer in a timely manner. In addition, 
because the number of issues held by clearing 
agencies vary greatly and because the degree to 
which clearing agencies are automated also varies, 
the Commission does not favor imposing specific 
time requirements on clearing agencies. At the 
same time, the Commission believes it would be 
beneficial to include a “promptly” standard in sec- 
tion (b) of the proposed rule. Such a standard would 
help ensure that securities position listings are pro- 
vided to issuers in a timely manner.* 


As for the proposal that annual and quarterly secur- 
ities position listings be provided to issuers free of 
charge, the Commission agrees with those com- 
menters who argued that clearing agencies should 
be able to charge a reasonable fee for providing 
securities position listings to issuers. DTC, for 





3Securities Exchange Act Release No. 16384, 
November 29, 1979; 44 FR 70326, December 6, 
1979. 


4As discussed, Securities Exchange Act Rule 14d-5 
requires issuers to undertake certain actions 
regarding the dissemination of tender offer mate- 
rials within specified time periods. Some of those 
actions require the use of a securities position list- 
ing by the issuer. In responding to requests for 
securities position listings arising from the opera- 
tion of Rule 14d-5, a clearing agency should be 
mindful of the obligations that rule places on 
issuers. 
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example, currently charges issuers $60 per year for 
quarterly securities position listings. If DTC were 
required to provide those quarterly listings free of 
charge, it could represent a potential loss of income 
to DTC of approximately $750,000, a loss in income 
which is not insignificant and which would have to 
be absorbed by DTC's participants.5 At the same 
time, the Commission does not believe that clearing 
agencies should be authorized to charge issuers for 
unwanted securities position listings. As a result, 
the Commission has amended section (b) to provide 
that clearing agencies are authorized only to charge 
for securities position listings requested by issuers 
and has eliminated the requirement that securities 
position listings be sent to issuers annually. Clear- 
ing agencies, of course, still would be able to send 
securities position listings to issuers free of charge 
if they so desired. 


The Commission recognizes that issuers normally 
are not represented on clearing agencies’ boards of 
directors and therefore have no input into determin- 
ing the amount charged for securities position list- 
ings. At the same time, there is no indication that 
depositories have charged unreasonable fees for 
securities position listings, and such fees would 
have to be filed with the Commission pursuant to 
Rule 19b-4 under the Act. 


Finally, with regard to the comment that the pro- 
posed rule would not assist corporations of small 
capitalization in communicating directly to their 
shareowners, Rule 17Ad-8 is not designed to reveal 
an issuer's beneficial security owners or to permit 
issuers to communicate directly with their benefi- 
cial security owners. 


C. Proposed Sections 17Ad-8(c) and (d)— 
Transmission of Securities Position Listings to Non- 
Issuers. 


Section (c) of the proposed rule would have re- 
quired clearing agencies to furnish a securities 
position listing to non-issuers (i) who certified their 
entitlement under Federal law or applicable state 
law to inspect, obtain, or otherwise gain access to 
an issuer's shareholders of record list or securities 
position listing, or (ii) who attested that the issuer 





5There currently are over 13,000 issues eligible for 
deposit into DTC, and DTC charges issuers $60 per 
annum for quarterly securities position listings. 
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had consented to their receiving the listing. Non- 
issuers would have been required to notify issuers 
of their request, and issuers would have had an 
opportunity to contest claims of entitlement. All list- 
ings provided to non-issuers would have been sub- 
ject to a reasonable charge. 


Section (d) of the proposed rule, in turn, would have 
made it unlawful for any person (i) knowingly or 
willfully to certify falsely their entitlement to an 
issuer's securities position listing or (ii) to violate 
willfully any provision of the proposed rule. 


Two commenters supported proposed Rule 17Ad-8 
in its entirety. Another commenter endorsed the 
concept of providing securities position listings to 
non-issuers whenever the issuer was required to 
provide a non-issuer with its shareholders of record 
list. One commenter also thought the concept was a 
useful one. The latter two commenters, however, 
had a number of concerns about the specific provi- 
sions of sections (c) and (d) of the proposed rule. 
Every other person who commented on sections (c) 
and (d) either objected to the concept of clearing 
agencies providing securities position listings to 
non-issuers or were concerned about specific provi- 
sions of those two sections. One commenter, for 
example, indicated that it was not aware of signifi- 
cant opposition by issuers to providing securities 
position listings to those entitled under state law to 
the shareholders of record list. A depository argued 
that the proposal would not achieve its primary pur- 
pose of facilitating issuer-shareowner communica- 
tion because non-consenting issuers always would 
intervene to block the release of a securities posi- 
tion listing to a non-issuer. That depository also 
argued that it was not aware of any court that had 
denied access to a securities position listing when a 
non-issuer was entitled to an issuer’s shareholders 
of record list and, thus, that existing state law 
already may provide for access to securities position 
listings by qualified non-issuers. A clearing corpo- 
ration saw no apparent benefit from these sections 
of the proposed rule since broker-dealers are only 
required to cooperate with issuers under Securities 
Exchange Act Rule 14b-1 (17 CFR 240.14b-1). That 
clearing corporation also argued that securities 
position listings should be given only to issuers and 
that any dispute over access to the list should be 
resolved directly between the issuer and non- 
issuer. Finally, a number of other commenters 
opposed the concept of providing securities position 
listings to non-issuers. 


In addition to those general comments, there were 
several concerns raised about specific provisions of 
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sections (c) and (d) of the proposed rule. Anumber of 
commenters complained that there were no restric- 
tions on the subsequent use of the list by non- 
issuers and that the list could be used for improper 
purposes. Other commenters were concerned that 
the proposed rule might be contrary to existing state 
law. One of those commenters argued, for example, 
that the proposal could be viewed as shifting the 
burden of proof regarding access to the securities 
position listing from the non-issuer to the issuer, a 
change it felt should be made only by state 
legislatures. 


Numerous concerns also were raised regarding the 
certification provision of the proposed rule. More 
specifically, some commenters felt that securities 
position listings should not be given to non-issuers 
on the basis of an unconfirmed certification pre- 
pared by the non-issuer, while others felt that the 
notification process may not give issuers sufficient 
time to respond to a non-issuer’s claim of entitle- 
ment. A number of commenters were concerned 
that it was unclear whether clearing agencies had 
any responsibility to evaluate the validity of a non- 
issuer's claimed entitlement to a securities position 
listing, while other commenters were concerned 
that the proposal could expose clearing agencies to 
liability if they furnished a non-issuer with a securi- 
ties position listing and the non-issuer’s claimed 
entitlement later proved to be invalid. 


The two principal areas in which non-issuers have 
sought access to securities position listings are the 
tender offer and proxy areas. After reviewing the 
comment letters on proposed Rule 17Ad-8 and 
reassessing the non-issuer access provisions of 
that proposal, the Commission believes, as dis- 
cussed below, that the question of non-issuer 
access to securities position listings in the above 
two areas is best addressed in the context of the 
Commission’s tender offer and proxy rules rather 
than in a general provision such as proposed Rule 
17Ad-8. Aside from the tender offer and proxy 
areas, the Commission is unaware of situations in 
which non-issuers entitled to an issuer’s share- 
holders of records list have unsuccessfully sought 
access to the issuer’s securities position listing. 
Accordingly, the Commission perceives no need at 
this time for sections (c) and (d) of proposed Rule 
17Ad-8 and has withdrawn those sections. 


With regard to the tender offer area, the Commis- 
sion, as discussed, recently adopted Securities 
Exchange Act Rule 14d-5, which gives bidders a 
Federal right to disseminate tender offer materials 
by means of mailings pursuant to the stockholder 
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lists of the subject company and securities position 
listings of clearing agencies. At the election of the 
subject company, the dissemination may be con- 
ducted either by the bidder, using lists furnished by 
the subject company, or by the subject company 
itself, in which case the bidder would not be fur- 
nished copies of the lists. Rule 14d-5 also contains 
specific provisions concerning the use, handling 
and disposition of the lists by bidders and otherwise 
addresses many of the concerns raised about the 
non-issuer access provisions of proposed Rule 
17Ad-8. 


As for the proxy area, Securities Exchange Act Rule 
14a-7 (17 CFR 240.14a-7) currently provides an 
election similar to that contained in Rule 14d-5. In 
brief, Rule 14a-7 gives an issuer the option of mail- 
ing security holders’ communications or of provid- 
ing security holders with its shareholders of record 
list and other information that would enable secur- 
ity holders to mail the communications themselves. 
The Commission believes that amending Rule 14a- 
7 to include securities position listings among the 
information that the issuer may elect to provide 
security holders may be a better approach for pro- 
viding non-issuer access to securities position list- 
ings in the proxy area. The Commission will review 
the possible amendment of that rule. 


In accordance with the foregoing, the Commission 
adopts Rule 17Ad-8, as set forth below, effective 
thirty days after publication in the Federal Register. 


STATUTORY BASIS AND COMPETITIVE 
CONSIDERATIONS 


Pursuant to the Securities Exchange Act of 1934 
and, in particular, Sections 2, 17A, and 23(a) there- 
of [15 U.S.C. 78b, 78q-1, and 78w(a)], the Com- 
mission amends Title 17, Chapter Il, Part 240 of the 
Code of Federal Regulations to add §240.17Ad-8, as 
set forth below, effective thirty days after publica- 
tion in the Federal Register. The Commission does 
not perceive that any burden is imposed upon com- 
petition by this amendment. 


TEXT OF RULE 


§240.17Ad-8 Securities position listings. 


(a) For purposes of this section, the term “‘securitie: 
position listing’’ means, with respect to the securi- 
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ties of any issuer held by a registered clearing 
agency in the name of the clearing agency or its 
nominee, a list of those participants in the clearing 
agency on whose behalf the clearing agency holds 
the issuer's securities and of the participants’ 
respective positions in such securities as of a speci- 
fied date. 


(b) Upon request, a registered clearing agency shall 
furnish a securities position listing promptly to each 
issuer whose securities are held in the name of the 
clearing agency or its nominee. A registered clear- 
ing agency may charge issuers requesting securi- 
ties position listings a fee designed to recover the 
reasonable costs of providing the securities position 
listing to the issuer. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16444/December 21, 1979 


OPTIONS CLEARING CORPORATION 
(SR-OCC-79-7) 
ORDER APPROVING PROPOSED RULE CHANGE 


On November 2, 1979, the Options Clearing Corpo- 
ration (“OCC”) filed with the Commission, pursuant 
to Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78s(b)(1) (the ‘“Act’’) and Rule 19b- 
4 thereunder, a proposed rule change amending the 
timeframes during which members may submit 
instructions to OCC dealing with segregation of 
long positions. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule change 
was given by publication of a Commission Release 
(Securities Exchange Act Release No. 16337 
(November 13, 1979) and by publication in the Fed- 
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eral Register (44 FR 66718, November 20, 1979). 
No written comments were received by the 
Commission. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder appli- 
cable to registered clearing agencies, and in partic- 
ular, the requirements of Section 17A of the Act. 


It is therefore ordered, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change be 
approved. 


For the Commission, by the Division of Market Reg- 
ulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16445/December 21, 1979 


In the Matter of Application of the 


PACIFIC STOCK EXCHANGE, INC. 


For Unlisted Trading Privileges 


Securities Exchange Act of 1934 


FINDINGS AND ORDER GRANTING APPLICATION 
FOR UNLISTED TRADING PRIVILEGES 


The Pacific Stock Exchange (‘’PSE”’) has filed an 
application with the Commission pursuant to Sec- 
tion 12(f)(1)(B) of the Securities Exchange Act of 
1934 (‘‘Act’’) and Rule 12f-1 [17 CFR 240.12f-1] 
thereunder, for unlisted trading privileges in the 
following security which is listed on another 
national securities exchange: 
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Penn Central Corp. 
Common Stock, $1 Par Value (File No. 7-5074)' 


The Commission finds that approval of the PSE’s 
application for unlisted trading privileges in this 
security is consistent with the maintenance of fair 
and orderly markets and the protection of investors. 
As a national securities exchange, registered with 
the Commission pursuant to Section 6 of the Act, 
the PSE is subject to the provisions of paragraph (b) 
of that section, and to the Commission's inspection 
authority and oversight responsibility under Sec- 
tions 17 and 19 of the Act and the rules and regula- 
tions thereunder. In addition, transactions in the 
subject security, regardless of the market in which 
they occur, are reported in the consolidated tran- 
saction reporting system contemplated by Rule 
17a-15 under the Act [17 CFR 240.17a-15]. The 
availability of last sale information for the subject 
security should contribute to pricing efficiency and 
to ensuring that transactions on the PSE are exe- 
cuted at prices which are reasonably related to 
those occurring in other markets. Finally the Com- 
mission has received no comments indicating that 
the granting of this application would not be con- 
sistent with the maintenance of fair and orderly 
markets and the protection of investors. The Com- 
mission further finds that approval of the PSE appli- 
cation will provide increased opportunities for 
competition among brokers and dealers and among 
exchange markets consistent with the purposes of 
the Act and the cbjectives of the national market 
system. 


ACCORDINGLY, IT IS ORDERED, pursuant to Sec- 
tion 12(f)(1)(B) of the Act, that the application for 
unlisted trading privileges on the Pacific Stock 
Exchange in the above named security is hereby 
approved. 


For the Commission by the Division of Market Regu- 
lation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








‘Notice of this application was given by publication 
in the Federal Register. 44 FR 10166 (February 16, 
1979). The Commission has received no comments 
with respect to this application. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16446/December 21, 1979 


NOTICE OF RECEIPT OF AMENDMENTS TO PLAN 
FILED PURSUANT TO SECTION 11A(a)(3)(B) OF THE 
SECURITIES EXCHANGE ACT OF 1934 No. 4-281. 


On November 20, 1979, the participants in the con- 
solidated quotation system (““CQS") submitted to 
the Commission various amendments to the joint 
industry plan (the “Plan’’) authorized pursuant to 
Section 11A(a)(3)(B) of the Securities Exchange Act 
of 1934 (‘Act’) governing and implementing the 
operation of the COS. 


|. DESCRIPTION OF AMENDMENTS 


A. Amendments Relating to NASD Participation in 
the Plan 


The Plan participants have proposed the amend- 
ment of Sections I(j), Vi(c), VI(d) and IX(c) of the Plan 
and the addition of a new Section III(d) to the Plan. 
Among other things, these proposals would provide 
that at some future date the Plan may be amended 
and submitted to the Commission for approval: (i) to 
provide for a ‘CQ Network C’ for unlisted, over-the- 
counter NASDAO securities; (ii) to name the NASD 
as the network’s administrator thereof, with all of 
the rights and authority with respect to ‘CO Net- 
work C’ that the network’s administrators for CQ 
Network A and B have under the CQ Plan with 
respect to their respective networks; (iii) to properly 
allocate income and expenses in relation to 
unlisted, over-the-counter NASDAQ securities; and 
(iv) to make such other changes as deemed neces- 
Sary at that time. 


B. Amendments Relating to the Regulatory Halt 
Provision 


The Plan participants have proposed the deletion of 
Section IX(a) of the Plan and the amendment of 
Section IX(b) of the Plan. Section IX(a) of the Plan, as 
originally filed with the Commission, provided that, 
during a regulatory halt of trading in a security 
called by the “‘primary” exchange, all Plan partici- 
pants must cease making available quotation infor- 
mation in that security to the Plan Processor. The 
Commission determined to condition its temporary 
authorization of the Plan on the Plan participants 
not implementing this provision of the Plan and 
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requested the Plan participants to execute and file 
amendments to the Plan eliminating this provision. ' 
The amendment to Section IX(b) of the Plan would 
provide that each Plan participant shall be autho- 
rized to suspend the furnishing of quotation infor- 
mation in any “eligible security’’ for any reason 
deemed adequate by it. Any Plan participant which 
does so suspend furnishing of quotation informa- 
tion shall immediately advise the Plan processor of 
its actions and reasons therefor. 


C. Amendments Relating to Financial Arrange- 
ments Among the Participants 


The Plan participants have proposed the amend- 
ment of Section X(b) (i) of the Plan. Section X(b) of 
the Plan provides for the sharing of income and 
expenses associated with making available Net- 
work A and Network B quotation information. Spe- 
cifically, as to each network, it provides that a 
participant's ‘‘Annual Share” of net income for any 
calendar year will be measured by the number of 
transactions reported by that participant during that 
year in the consolidated transaction reporting sys- 
tem as compared with all transactions reported by 
all participants during that year. The amendment 
would modify the definition of the term ‘Annual 
Share” to exclude those transactions reported in 
those securities as to which an exemption has been 
granted to a participant from the requirements of 
Rule 11Ac1-1 under the Act. 


Il. REQUEST FOR COMMENT 


In order to assist the Commission in determining 
whether to approve the proposed amendments, 
interested persons are invited to submit their views 
and comments on the proposal to George A. Fitz- 
simmons, Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549, within 21 
days from the date of publication in the Federa/ 
Register. The amendments to the Plan will be avail- 
able for public inspection in the Commission's pub- 
lic reference room. All such communications 
should refer to File No. 4-281. 





'See Securities Exchange Act Release No. 14415 
(July 28, 1978) 43 FR 34851; Securities Exchange 
Act Release No. 15511 (January 24, 1979) 44 FR 
6230. 
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For the Commission, by the Division of Market Reg- 
eS ulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16447/December 21, 1979 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


(SR-Amex-79-20) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
AND ORDER APPROVING PROPOSED RULE 
CHANGE 


Pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (“Act”), 
notice is hereby given that on December 17, 1979, 
the American Stock Exchange, Inc. (‘‘Amex’’) filed 
with the Commission copies of a proposed rule 
change which would amend Articles II, II and XIV of 
the Amex Constitution relating to the structure and 
terms of service of the Board of Governors, the 
Nominating Committee, and their members. 


The proposal would change the composition and 
election procedures of the Board of Governors as 
follows. The size of the Board would be increased 
from 21 to 25 Governors by the addition of two floor 
representatives and two public representatives. At 
least three of the public Governors would be 
required to be principal executive officers of listed 
companies. And, commencing in 1981, Governors 
would serve for three-year terms and would be elig- 
ible to be elected for two consecutive terms. (Article 
ll, Section 1). 


The proposed rule change also would modify the 
composition and election procedures for the Nomi- 
nating Committee so that one Committee member 
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would be selected from among the incumbent pub- 
lic Governors and another would be selected from 
among former industry Governors who have 
recently retired from the Board. The public Gover- 
nor representative on the Committee would be 
required to be in his last term as Governor and 
would thus be ineligible for re-election. He would be 
nominated by his fellow public Governors, instead 
of by the Nominating Committee. In addition, one of 
the public representatives on the Committee also 
would be required to be an executive officer of a 
listed company. Members of the Committee would 
serve for two-year terms and their terms would be 
staggered so that only four members would be 
replaced each year. (Article Ill, Sections 1, 5, 6 and 
BE: 


The proposed amendments would authorize the 
Board to take all action necessary and appropriate to 
carry out the reclassification of Governors contem- 
plated by the proposals and to assure a smooth 
transition to the reconstituted Board. The restruc- 
tured Nominating Committee would be elected at 
the 1980 annual meeting so that it can select nomi- 
nees for the reconstituted Board in 1981. (Article 
XIV, Sections 1 and 2). 


Interested persons are invited to submit written 
data, views and arguments concerning the submis- 
sion within 21 days from the date of this publication. 
Persons desiring to make written comments should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 
20549. Reference should be made to File No. SR- 
Amex 79-20.' 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the Com- 
mission and of all written communications relating 
to the proposed rule change between the Commis- 
sion and any person, other than those which may be 





'The proposed rule change is based on the recom- 
mendations contained in the June 1979, report of 
the Amex Advisory Committee on Governance. That 
report incorporated ideas and suggestions solicited 
from seat holders, listed companies, members of 
the Board of Governors and other interested parties. 
In addition, the proposal reflects modifications the 
Board made in response to comments it received 
from the membership at meetings held following 
distribution of the Committee report. 
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withheld from the public in accordance with the 
provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder appli- 
cable to national securities exchanges, and in par- 
ticular, the requirements of Section 6(b)\(3) of the 
Act, and the rules and regulations thereunder, in 
that they are designed to assure a fair representa- 
tion of Amex members in the selection of the Board 
of Governors and administration of Amex affairs 
and provide that one or more Board members shall 
‘be representative of issuers and investors. 

The Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after 
the date of publication of notice of filing thereof, in 
that these changes must take effect by January 
1980, to enable the present Nominating Committee 
to select candidates for the restructured Nominat- 
ing Committee to be elected at the 1980 annual 
meeting, and to facilitate the transition to the recon- 
stituted Board. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and it hereby is, approved. 


For the Commission, by the Division of Market Reg- 
ulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16448/December 21, 1979 


Administrative Proceedings File No. 3-5786 
In the Matter of 
BERNARD J. COVEN 


ORDER ACCEPTING OFFER OF SETTLEMENT AND 
IMPOSING REMEDIAL SANCTION 


The Commission has instituted public proceedings 
with respect to Bernard Jay Coven (‘‘Coven”’) pursu- 
ant to Rule 2(e) of the Commission's Rules of Prac- 
tice, 17 CFR 201.1(e), to determine whether Coven 
should be denied the privilege of appearing or prac- 
ticing before it as an attorney. On July 3, 1979, the 
Commission entered an order temporarily suspend- 
ing Coven from appearing or practicing before the 
Commission pursuant to Rule 2(e). Upon the peti- 
tion of coven, that suspension was lifted on 
November 5, 1979, for the pendency of the 
proceedings. 


Coven has submitted an offer of settlement. Under 
the terms of his offer, the Respondent, without 
admitting or denying the allegations and findings 
contained herein, consents to the findings and 
order of the Commission imposing the remedial 
sanction set forth below. 


On the basis of the proceedings as to Coven, the 
Commission makes the following finding: 


On August 20, 1975, a Final Judgment of Perman- 
ent Injunction was entered by the United States 
District Court for the Southern District of New York 
against Coven, defendant in a Commission action 
entitled Securities and Exchange Commission v. 
Joseph Rega, Jr., et al, 73 Civil 2944, enjoining him 
from future violations of Section 1 7(a) of the Securi- 
ties Act. The Second Circuit Court of Appeals 
affirmed, Securities and Exchange Commission v. 
Coven, 581 F. 2d 1020 (2d Cir. 1978), and the 
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Supreme Court denied certiorari 99 S. Ct. 2043 
(1979). 


In view of the foregoing, and after due consideration 
of the offer of settlement, the three month period of 
temporary suspension already incurred by the 
Respondent, and the recommendation of its staff, 
the Commission has determined that it is in the 
public interest to accept the offer of settlement and 
to impose the sanction specified in the offer of 
settlement. 


IV. 


Accordingly, IT |S ORDERED that: 


Respondent Bernard Jay Coven be and hereby is 
suspended for a period of three (3) months, effective 
November 26, 1979, from appearing or practicing 
before the Commission. ‘‘Practice before the Com- 
mission” shall include any and all matters falling 
within the purview of Rule 2(g) of the Rules of Prac- 
tice, 17 CFR 201.2(g) which defines ‘‘practice” to 
include, but not be limited to: (1) transacting any 
business with the Commission, and (2) the prepara- 
tion of any statement, opinion or other papers by 
any attorney, accountant, engineer or other expert 
filed with the Commission in any registration state- 
ment, notification, application, report, or other doc- 
ument with the consent of such attorney. 


By the Commission (Commissioners Philip L. Loo- 
mis, Jr., Irving M. Pollock); Commissioner Roberta 
S. Karmel dissenting* 


George A. Fitzsimmons 
Secretary 








*Dissenting Opinion of Commissioner Karmel 
Follows 
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Commissioner Karmel, dissenting: 


| dissent from the Commission's action against this 
respondent. The record in this proceeding contains 
only an injunction against the respondent and opin- 
ions of the trial court, an opinion of the circuit 
court,' and Mr. Coven’s own petition for a lifting of a 
temporary suspension ordered on July 3, 1979. 
Respondent, therefore, is being suspended from 
appearing or practicing before the Commission 
solely because he has been enjoined for aiding and 
abetting a securities laws violation by making a 
misrepresentation in a letter to an escrow agent. 
There are no other facts which form the basis for 
instituting this proceeding, or ordering this sanc- 
tion. Although the escrow account was established 
in connection with a registered offering of securi- 
ties, this attorney's misrepresentation in no way 
affected the administrative processes of this 
agency. In addition, it is not clear that the respond- 
ent was practicing securities law in rendering 
advice to the escrow agent. | do not believe the 
Commission has the statutory authority to disci- 
pline an attorney administratively solely because he 
has been enjoined from violating the federal securi- 
ties laws. 


| have dissented from the Commission's actions 
under Rule 2(e) against Mr. Coven in this matter on 
two previous occasions. On July 3, 1979, when the 
Commission issued a temporary suspension of Mr. 
Coven from practice before this agency,? | dissented 
on the grounds that even if the Commission has 
some authority to sanction attorneys administra- 





'The opinions in the record are: SEC v. Joseph Rega, 
Jr., et al., 73 Civil 2944, 75-75 CCH Fed. Sec. L. Rep. 
Par. 95,222 (S.D.N.Y. 1975), reconsideration 
denied (August 19, 1975) affirmed in part and re- 
versed in part sub nom. SEC v. Coven, 581 F.2d 1020 
(2d Cir. 1978), cert. denied, 440 U.S. 950 (1979). 


2The Commission has acted three times in this pro- 
ceeding prior to its acceptance of Mr. Coven’s con- 
sent. On July 3, 1979, the Commission summarily 
suspended Mr. Coven from practice before the 
agency on a temporary basis, and issued an order 
opening proceedings to determine whether Mr. 
Coven should be permanently suspended from 
Commission practice pursuant to Rule 2(e). On Sep- 
tember 26, 1979, the Commission denied without 
prejudice Mr. Coven’s telegraphic request that the 
temporary suspension be rescinded. On November 
1, 1979, the Commission granted Mr. Coven’s peti- 
tion that the temporary suspension be lifted. 
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tively,? such authority is limited to cases in which an 
attorney has improperly conducted himself while 
personally representing clients before the 
Commission. 


On September 26, 1979, | also dissented from the 
Commission's decision not to rescind its temporary 
suspensior of Mr. Coven and to institute proceed- 
ings pursuant to Rule 2(e). In my second dissent in 
this matter | took the position that the Commission 
cannot sanction attorneys administratively for 
behavior committed outside the Commission’s pro- 
cesses, and that it is above all improper to use an 
implied remedy like Rule 2(e) to establish and 
enforce Commission standards for ethics and com- 
petency. | continue to believe that a prosecutorial 
agency of the federal government cannot and 
should not attempt to regulate the practice of law or 
attorneys’ ethics. 


There are several considerations which | believe 
militate against sanctioning Mr. Coven in this pro- 
ceeding, with or without his consent. First, | believe 
that the Commission has no subject matter jurisdic- 
tion to bring this disciplinary proceeding. Even if the 
Commission has any implied authority to proceed 
against attorneys under its Rule 2(e), that authority 
cannot be extended to the circumstances here, 
where the respondent's conduct in no way inter- 
fered with the Commission’s exercise of its powers 
or performance of its responsibilities. 


| am also persuaded that the Commission is bound 
by a different standard on the burden of proof to 
impose this suspension than that which was appli- 
cable to the court proceedings which resulted in the 
issuance of an injunction. The Commission must, in 
my opinion, find the evidence in the record of 
wrongdoing clear and convincing before it can 
impose an administrative sanction against an attor- 
ney under Rule 2(e). The record indicates that such 
a standard was not met in the court proceedings 
upon which the Commission relies. Although the 
district court did not articulate the standard under 
which it made its findings of fact, it seems clear 
from the nature of its discussion that the trial court 
applied the statutory standard of preponderance of 





3This is a position with which | do not necessarily 
agree. See my dissent In the Matter of Keating, 
Muething and Klekamp, Securities Exchange Act 
Release No. 15982 (July 2, 1979). 
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the evidence.* The Second Circuit also fails to shed 
any light on the standard of proof applicable to the 
findings of fact, which it, too, recites.5 The majori- 
ty’s order in this proceeding fails to find that the 
record contains clear and convincing evidence of 
violations of either Section 17(a) of the Securities 
Act or Rule 10b-9 under the Exchange Act.® The 
order merely takes notice of the injunction entered 
against Mr. Coven, and on that basis alone the 
majority, with no further findings, suspends him 
from practice. The findings of fact in the court opin- 
ions and in the majority's opinion in this case do not 
suffice to support the Commissions actions. 


This majority relies upon Commission Rule 2(e)(2),” 
as it previously relied upon Rule 2(e)(3)(i),2 to sus- 
pend Mr. Coven from practice before the Commis- 
sion solely because of the court's findings and 
injunction entered against him. | am generally dub- 
ious about the validity of this rule, and | feel that 
under the facts presented here, the Commission‘s 
action cannot be sustained. 








4SEC v. Joseph Rega, Jr., supra n. 1. 
5SEC v. Coven, supra n. 1. 


6The Commission has been informed by the judi- 
ciary that the exercise of its administrative authority 
in broker dealer and similar disciplinary proceed- 
ings must be based on clear and convincing evi- 
dence, Whitney v. SEC, 604 F.2d 676 (D.C. Cir. 
1979); Collins Securities Corporation v. SEC, 562 
F.2d 820 (D.C. Cir. 1977); See also, Steadman v. 
SEC 603 F.2d 1126 (5th Cir. 1979). 


It seems to me that this same burden of proof should 
apply when a federal agency attempts to adminis- 
tratively discipline an attorney for misconduct. This 
is because, as the D.C. Circuit Court of Appeals has 
pointed out, professional disciplinary proceedings 
are adversary proceedings of a quasi-criminal 
nature. Charlton v. Federal Trade Commission, 543 
F.2d 903, 906 (D.C. Cir. 1976). Cf. Addington v. 
Texas, 441 U.S. 418 (1979). 


717 CFR 201.2(e)(2). 
817 CFR 201.2(e)(3)(i). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16449/December 26, 1979 


(File No. SR-DTC-79-6) 


NOTICE OF EFFECTIVENESS OF A PROPOSED 
RULE CHANGE BY THE DEPOSITORY TRUST 
COMPANY 


The Depository Trust Company (‘DTC’) submitted 
on December 4, 1979, a proposed rule change 
under Rule 19b-4 to permit a corporation which acts 
as its own transfer agent and which does not main- 
tain insurance analogous to Bankers Blanket Bond 
Standard From 24 with respect to its transfer agent 
function to participate in DTC’s Fast Automated 
Securities Transfer program. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. 
At any time within sixty days of the filing of such 
proposed rule change, the Commission may sum- 
marily abrogate the rule change if it appears to the 
Commission that such action is necessary or 
appropriate in the public interest, for the protection 
of investors, or otherwise in furtherance of the pur- 
poses of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
December 31, 1979. Interested persons are invited 
to submit written data, views and arguments con- 
cerning the submission within twenty-one days 
from the date of publication in the Federa/ Register. 
Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 
20549 . Reference should be made to File No. SR- 
DTC-79-6. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be avail- 
able for public inspection at the Securities and 
Exchange Commission's Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 
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For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16450/December 26, 1979 


An order has been issued granting the application of 
the Boston Stock Exchange, Inc. to strike the com- 
mon stock (Par Value $1) of GENERAL ALLOYS 
COMPANY from listing and registration thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16451/December 27, 1979 


An order has been issued granting the application of 
the New York Stock Exchange, Inc. to strike the 
Michigan Central Collateral 3-1/2% Gold due Feb- 
ruary 1, 1998 of New York Central & Hudson River 
Railroad Co. (included in the reorganization of Penn 
Central Co., Penn Central Transportation Co.) from 
listing and registration thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16452/December 27, 1979 


An order has been issued granting the application of 
TELECOM CORPORATION to withdraw its common 
stock (Par Value $1) from listing and registration on 
the American Stock Exchange, Inc. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16453/December 27, 1979 


An order has been issued granting the application of 
ZERO CORPORATION to withdraw its common 
stock (Par Value $1) from listing and registration on 
the American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16454/December 27, 1979 


In the Matter of 


PACIFIC RESOURCES, INC. 


Common Stock, no par value 


File No. 1-6884 


Securities Exchange Act of 1934 Sections 12(d) and 
17(a) 


ORDER AMENDING EFFECTIVE DATE OF WITH- 
DRAWAL FROM LISTING AND REGISTRATION 
AND EXTENDING THE EXEMPTION OF CERTAIN 
PERSONS AND SECURITIES FROM THE PROVI- 
SIONS OF RULE 17a-15 


On June 22, 1977, the Commission, by order, 
approved the application under Section 12(d) of the 
Securities Exchange Act (‘‘Act’’), of Pacific Resour- 
ces, Inc. (‘‘PRI’’) to withdraw its securities from list- 
ing and registration on the Pacific Stock Exchange 
Incorporated (““PSE’’).! The Commission, however, 
stayed the effective date of the order until it could 
consider the PSE’s pending application, under Sec- 
tion 12(f)(2) of the Act, for unlisted trading privileges 
in PRI common stock, but in no event later than 120 





'See Securities Exchange Act Release No. 13657 
(June 22, 1977) 42 FR 33398 (June 30, 1977). 
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days after June 22, 1977.2 Since that time, the 
Commission has found it necessary to extend the 
date upon which PRI's withdrawal from listing and 
registration on the PSE becomes effective; most 
recently, the effective date was delayed to 
December 31, 1979. 


In amending the delisting order, the Commission 
has found that a delay in the effective date of the 
delisting order was necessary for the protection of 
investors principally because even a temporary dis- 
ruption in trading in PRI stock on the PSE, during the 
interim period after delisting, but before unlisted 
trading privileges are (if at all) granted, would result 
in a lessening of potential competition among deal- 
ers and between exchange markets and markets 
other than exchange markets.‘ 


A decision on the PSE application for unlisted trad- 
ing privileges in PRI stock, like any other application 
for unlisted trading privileges in a security not listed 
on another national securities exchange, involves 
the consideration of several major policy issues 
including: whether sufficient progress has been 





2In addition to staying the effective date of the order, 
the Commission granted the National Association 
of Securities Dealers and all brokers and dealers an 
exemption for a similar period of up to 120 days, 
from the last sale reporting requirements of Rule 
17a-15 under the Securities Exchange Act[17 CFR 
240.17a-15] with respect to over-the-counter 
(“OTC”) transactions in the common stock of PRI. 
The Commission has determined that this tempor- 
ary exemption was justified since, if the unlisted 
trading privileges application of the PSE is denied, 
PRI stock will be traded solely OTC and therefore will 
not be subject to current reporting under Rule 17a- 
15. 


3See Securities Exchange Act Release No. 16073 
(August 2, 1979) 17 SEC Docket 1487. Each time 
the Commission delayed the effective date of the 
delisting order, it also extended the exemption from 
the reporting requirements of Rule 17a-15. 


4In its initial stay of the order's effective date, the 
Commission also noted that if delisting were effec- 
tive immediately, new extensions of margin credit 
would be prohibited until the security was admitted 
to the list of OTC Margin Stocks issued periodically 
by the Board of Governors of the Federal Reserve 
System. PRI common stock was admitted to the list 
on October 2, 1978. 
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made toward the development of a national market 
system to satisfy the standards of Section 12(f)(2); 
whether the progress contemplated by Congress in 
adopting that section is met by an exchange’s res- 
cission of its off-board trading rules as they apply to 
transactions in unlisted stocks; ® and, whether that 
progress and the statutory goals of eliminating 
unnecessary burdens on competition are satisfied 
by existing communications facilities and provi- 
sions for access between the exchange and over- 
the-counter (‘‘OTC’’) markets. 


The Commission has not yet resolved these issues 
insofar as they arise with respect to consideration of 
the PSE application for unlisted trading privileges. 
The Commission believes, however, that, consist- 
ent with the purposes of the Act,° it is appropriate to 
permit the existing competition between the PSE 
and OTC markets in PRI stock to continue pending 
resolution of these issues. Therefore, for the rea- 
sons enunciated in the June 22 delisting order, and 
as stated above, the Commission finds it necessary 
to delay until December 31, 1980, the effective date 
of removal of PRI stock from listing and registration 
on the PSE, and to extend until that date the exemp- 
tion from Rule 17a-15 for OTC transactions in PRI 
common stock. 


ACCORDINGLY, IT IS ORDERED that the order of 
June 22, 1977, be, and it hereby is, amended. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








5The PSE has exempted from its off-board trading 
restrictions securities, such as PRI stock, which are 
both the subject of a delisting application and in 
which the PSE has applied for unlisted trading privi- 
leges. See Securities Exchange Act Release No. 
13656 (June 22, 1977) 42 FR 33400 (June 30, 
1977). 


®See, e.g., Section 11A(a)(1)(C)(ii). 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21347/December 20, 1979 


In the Matter of 


MIDDLE SOUTH ENERGY, INC. 
New Orleans, Louisiana 


(70-6259) 


ORDER RELEASING JURISDICTION OVER TERMS 
OF FIRST MORTGAGE BOND SALE; CONTINUED 
RESERVATION OF JURISDICTION OVER FEES 


Middle South Energy, Inc. (‘“MSEI’’), a wholly 
owned subsidiary of Middle South Utilities, Inc. 
(‘Middle South”), a registered holding company, 
has filed a _ post-effective amendment to an 
application-declaration previously filed with this 
Commission pursuant to Sections 6(a) and 7 of the 
Public Utility Holding Company Act of 1935 (‘Act’) 
and Rule 50(a)(5) promulgated thereunder regard- 
ing the proposed transaction. 


By an order dated March 28, 1979 in this matter 
(HCAR No. 20977) the Commission authorized 
MSEI to privately place up to $400,000,000 princi- 
pal amount of a second series of its first mortgage 
bonds with a group of institutional investors. At that 
time jurisdiction was reserved over the terms and 
conditions of the bonds as such were negotiated by 
MSEI as well as over the fees, commissions and 
expenses to be incurred by MSEl in connection with 
the proposed transaction. 


MSEI has now filed a post-effective amendment to 
its application-declaration informing the Commis- 
sion that negotiations for the sale of the bonds have 
been substantially completed. Due to market condi- 
tions, MSEI has reduced the principal amount of the 
bonds to be issued and sold (‘Second Series 
Bonds’’) to an amount not more than $200 million, 
depending upon final commitments of purchasers. 
purchasers. 


SEC DOCKET/17 





The bonds will bear interest at a rate of 12.50% per 
annum, will be sold at 100% of their principal 
amount and will mature 20 years from the date of 
issue. The bonds will be noncallable for five years 
from date of issuance and will be optionally 
redeemable at 115% of their principal amount 
between the sixth and tenth year from the date of 
issuance. Thereafter, the bonds will be redeemable 
at their principal amount plus a premium equal to 
the interest rate from the date of issuance and declin- 
ing on a straight line basis to par in the year of 
maturity. The bonds will be subject to level redemp- 
tion on a prorata basis at part through operation of a 
mandatory sinking fund commencing five years 
from the date of issuance and annually thereafter 
on the anniversary of such date. The average life of 
the bonds will be approximately 12.4 years. There 
are no provisions for optional sinking fund 
payments. 


The bonds will be issued and sold under a Second 
Supplemental Indenture to MSEl’s Mortgage and 
Deed of Trust, dated as of June 15, 1977 by and 
between MSEI and the Trustees, as supplemented 
by the First Supplemental Indenture dated as of 
June 15, 1977. The terms and provisions of the 
Second Supplemental Indenture will be substan- 
tially the same as those of the First Supplemental 
Indenture. 


The Second Series Bonds will be secured on a pari 
passu basis with the First Series Bonds and MSEIl's 
lenders under the bank loan agreement by the 
assignment of MSEI's rights under the capital funds 
agreement between MSEI and Middle South and by 
the assignment of MSEIl's rights under the Availabil- 
ity Agreement between MSEI and the five Middle 
South System operating companies. 


The proceeds of the sale will be applied to reduce 
outstanding loans under MSEI’s bank loan agree- 
ment with a group of banks as authorized in the 
Commission's order of June 24, 1977 (HCAR No. 
20090) or short-term borrowings not exceeding 5% 
of MSEI’s capitalization made from Manufacturers 
Hanover Trust Company. 


On March 28, 1979 MSEI was authorized to nego- 
tiate the sale of up to $400 million of first mortgage 
bonds to institutions. No progress was made on the 
placement of the securiites until mid-August, 1979 
when it became evident that no more than $200 
million of first mortgage bonds could be sold. Inten- 
sive efforts thereafter culminated in the discovery 
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that little more than $100 million could be placed 
with a group of ten insurance companies. 


MSEI attributes this lack of better results to a gen- 
eral decline of interest in securities of public utilities 
dependent to a significant degree on nuclear gener- 
ation following the incident at the Three Mile Island 
nuclear plan of Metropolitan Edison Company near 
Harrisburg, Pennsylvania on March 28, 1979. 


MSEI asserts that the successful sale of the first 
mortgage bonds is essential to the financing plan 
for the completion of the Grand Gulf plant, which 
also includes a contemplated increase in the revolv- 
ing bank loan commitments from the present $565 
million level to approximately $765 million. An 
expansion in this credit is required to provide 
financing of the project during 1980. The construc- 
tion budget for Grand Gulf for next year is projected 
at approximately $420 million. With 65% to be 
supplied by debt, Middle South Energy needs 
approximately $270 million of debt next year. The 
proposed increase in the banks’ line of credit will be 
the subject of a future application to the 
Commission. 


The loan was negotiated but essentially on terms 
insisted on by the lenders. The terms as to refunda- 
bility are more restrictive for the borrowers than the 
terms contemplated by our Statement of Policy, but 
applicant’s need for the financing is urgent, and 
circumstances seem to preclude resort to other 
markets. The Commisison will grant its authoriza- 
tion, which should not be considered a precedent. It 
is an exception under our Statement of Policy. 


A statement of the fees, commissions and expenses 
to be incurred in connection with the instant tran- 
saction will be filed by further post-effective amend- 
ment. It is stated that no state or federal 
commission, other than this Commission, has juris- 
diction over the proposed transaction. 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it here- 
by is. granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act: 


IT IS FURTHER ORDERED that the jurisdiction 
reserved in the order of March 28, 1979 with 
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respect to the terms and conditions of the bonds to 
be sold by MSEI be, and it hereby is, released effec- 
tive forthwith: 


IT IS FURTHER ORDERED that the jurisdiction be, 
and it hereby is, reserved with respect to the fees, 
commissions and expenses to be incurred by MSEI 
in connection with the proposed transactions. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21348/December 21, 1979 


In the Matter of 


GULF POWER COMPANY 
75 North Pace Boulevard 
P.O. Box 1151 

Pensacola, Florida 32520 


(70-6383) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AND PREFERRED 
STOCK AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Gulf Power Com- 
pany (‘Gulf’), an electric utility subsidiary of The 
Southern Company, a registered holding company, 
has filed an application-declaration with this Com- 
mission pursuant to the Public Utility Holding Com- 
pany Act of 1935 (‘‘Act’’), designating Sections 6(a) 
and 7 of the Act and Rule 50 promulgated there- 
under as applicable to the proposed transactions. 
All interested persons are referred to the 
application-declaration, which is summarized 
below, for a complete statement of the proposed 
transactions. 
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Gulf proposes to issue and sell up to $50,000,000 
aggregate principal amount of its first mortgage 
bonds (‘‘Bonds’’). The new Bonds will have a term of 
not less than five nor more than thirty years and will 
be sold at competitive bidding for the best price 
obtainable, but for a price to Gulf of not less than 
98% nor more than 101-3/4% of the principal 
amount thereof, plus accrued interest. The Bonds 
will be issued under the Indenture dated as of Sep- 
tember 1, 1941, between Gulf and The Chase Man- 
hattan Bank (‘National Association’) and The 
Citizens & Peoples National Bank of Pensacola, as 
Trustees, as heretofore supplemented and to be 
further supplemented by a Supplemental Indenture 
to be dated as of February 1, 1980. 


It is stated that it is difficult to determine, under 
present bond market conditions, whether it would be 
more advantageous to Gulf to sell the Bonds witha 
30-year term or some shorter term and that it is in 
the public interest for Gulf to be afforded the neces- 
sary flexibility to adjust its financing program to 
developments in the market for long-term debt 
securities when and as they occur in order to obtain 
the best possible price, interest rate, andterm for its 
Bonds. Gulf intends, therefore, to decide on the 
term of the Bonds after the date of the public invita- 
tion for proposals and then notify prospective 
bidders. 


Gulf also proposes to issue up to 100,000 shares of 
its preferred stock, par value $100 per share, (“’Pre- 
ferred Stock”’) and to sell such securities at competi- 
tive bidding for the best price obtainable but for a 
price of Gulf of not less than $100 per share nor 
more than $102.75 per share, which shall also be 
the public offering price per share. In addition, Gulf 
proposes to pay to the purchasers of the Preferred 
Stock compensation for their services in purchasing 
and making a public offering of such shares. 


It is stated that Gulf may request by amendment 
that each of the proposed sales be excepted from 
the competitive bidding requirements of Rule 50, 
should circumstances develop which, inthe opinion 
of Gulf’s management, make such exception in the 


best interest of Gulf and its investors and 


consumers. 


Gulf intends to use the proceeds from the sales of 
the Bonds and Preferred Stock, along with other 
funds, in financing business as an electric utility 
company, including the repayment of outstanding 
short-term indebtness, the payment of costs 
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incurred in its on-going construction program and 
the discharges of other general corporate obliga- 
tions. Guif’s construction program is estimated at 
$146,779,000 for 1980. 


Statements of the fees and expenses to be incurred 
in connection with the proposed transactions will 
be filed by amendment. The Florida Public Service 
Commission has jurisdiction over the proposed 
transactions. No other state commission and no 
federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested ner- 
son may, not later than January 18, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant-declarant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Acct, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21349/December 21, 1979 


In the Matter of 


PENNSYLVANIA ELECTRIC COMPANY 


NINEVEH WATER COMPANY 
1001 Broad Street 
Johnstown, Pennsylvania 15907 


(70-6067) 


NOTICE OF PROPOSED CASH CAPITAL CONTRI- 
BUTIONS TO WATER COMPANY SUBSIDIARY 


NOTICE IS HEREBY GIVEN that Pennsylvania Elec- 
tric Company (‘‘Penelec’’), an electric utility subsi- 
diary company of General Public Utilities 
Corporation, a registered holding company, and 
Nineveh Water Company (‘Nineveh’), a water com- 
pany subsidiary of Penelec, have filed with this 
Comission a further post-effective amendment to 
their application-declaration in this proceeding pur- 
suant to Section 12(b) of the Public Utility Holding 
Company Act of 1935 (“‘Act’’) and Rule 45 promul- 
gated thereunder regarding the following proposed 
transaction. All interested persons are referred to 
the amended application-declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 


In accordance with orders in this proceeding dated 
December 22, 1977, and February 15, 1979 (HCAR 
Nos. 20333 and 20922), Nineveh has issued 
$915,000 of its demand notes to Penelec in order to 
obtain funds to repair facilities damaged by the July 
1977 flood in Johnstown, Pennsylvania and to mod- 
ify the Findley Run Dam. It is stated that Nineveh 
applied to the U.S. Small Business Administration 
for a disaster relief loan in the amount of 
$1,230,600, the proceeds of which loan were to be 
used by Nineveh to repay such demand notes. 
Because certain of the conditions imposed by the 
Small Business Administration upon such loan 
were not acceptable to Nineveh and Penelec, the 
authorization with respect to such loan was can- 
celled. (The filing with this Commission with 
respect to such loan (File No. 70-6201) was with- 
drawn on August 23, 1979.) 


Penelec now proposes that the demand notes be | 
converted to cash capital contributions. In addition, 
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Nineveh will require an additional $68,500 for con- 
struction purposes in 1980, and Penelec also pro- 
poses to provide such additional funds by cash 
capital contributions. Accordingly, it has been 
requested that an order be issued authorizing 
Penelec cash capital contributions to Nineveh 
through December 31, 1980, in the aggregate 
amount of $983,500, $915,000 of which will 
represent the conversion of the demand notes to 
capital contributions and the balance, $68,500, will 
represent additional cash capital contributions in 
1980. 


The fees and expenses to be incurred in connection 
with the proposed transaction are to be filed by 
amendment. It is stated that no state or federal 
commission, other than this Commission, has juris- 
diction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than January 15, 1980, request 
in writing that a hearing be held in respect of such 
matter, stating the nature of his interest, the rea- 
sons for such request, and the issues of fact or law 
raised by said post-effective amendment to the 
application-declaration which he desires to contro- 
vert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be 
served personally or by mail upon the applicants- 
declarants at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney atlaw, 
by certificate) should be filed with the request. At 
any time after said date, the application- 
declaration, as now amended or as it may be further 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 21350/December 21, 1979 
In the Matter of 


NATIONAL FUEL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


NATIONAL FUEL GAS DISTRIBUTION 
CORPORATION 

10 Lafayette Square 

Buffalo, New York 14203 


NATIONAL FUEL GAS SUPPLY CORPORATION 
308 Seneca Street 
Oil City, Pennsylvania 16301 


(70-6395) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
COMMERCIAL PAPER AND NOTES TO BANKS BY 
HOLDING COMPANY AND INTRASYSTEM 
FINANCING 


NOTICE IS HEREBY GIVEN that National Fuel Gas 
Company, (‘‘National’’), a registered holding com- 
pany, and two of its subsidiaries, National Fuel Gas 
Distribution Corporation (‘Distribution Corpora- 
tion’) and National Fuel Gas Supply Corporation 
(“Supply Corporation’), have filed an application- 
declaration and an amendment thereto with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act’’), designating Sections 
6(a), 7,9(a),10,12(b), and 12(f) of the Act and Rules 
42,43,45, and 50(a)(5) promulgated thereunder as 
applicable to the following proposed transactions. 
All interested persons are referred to the amended 
application-declaration, which is summarized 
below, for a complete statement of the proposed 
transactions. 


National proposes to issue and sell from time to time 
during the period from January 21, 1980, through 
December 31, 1980, up to $30,000,000 aggregate 
principal amount at any one time outstanding of its 
short-term unsecured notes to The Chase Manhat- 
tan Bank, N.A. (“Chase’’) and to loan the proceeds 
therefrom to Distribution Corporation. Such short- 
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term unsecured notes issued to Chase will be dated 
as of the date of issue, will mature not later than 
twelve months from the date thereof, will be pre- 
payable at any time without premium, and will bear 
interest equal to the Chase prime rate as it fluctu- 
ates from time to time. Interest will be payable quar- 
terly until the principal amount is paid in full. In 
addition, National has informally agreed with Chase 
to maintain average balances of 20% of the average 
loans outstanding; however, the average balances 
maintained for normal operating needs are stated to 
be sufficient to cover these amounts. Assuming an 
average balance of 20% was required, the effective 
cost of money, based ona 15.25% prime rate, would 
be 19.0625%. There will be no commitment fee or 
any closing or related costs in connection with the 
above borrowings. National presently intends to 
repay the $30,000,000 through monies received 
from Distribution Corporation, from bank loans, or 
from the sale of long-term securities. 


National proposes to use the proceeds from the sale 
of its short-term notes to acquire up to $30,000,000 
aggregate principal amount at any one time out- 
standing of short-term unsecured notes proposed to 
be issued by Distribution Corporation. Each such 
note will be dated the same date and bear the same 
effective interest rate as the related short-term note 
of National and will mature within twelve months 
from its date of issue, with interest payable quar- 
terly until the principal amount is paid in full. Distri- 
bution Corporation will have the option, after 
payment of all notes of prior maturity, to prepay any 
note issued pursuant to this transaction at any time 
or from time to time, in whole or in part, without 
premium, upon payment of all interest accrued on 
the principal amount so prepaid to the date of such 
prepayment. Distribution Corporation intends to 
use the proceeds from the sale of its notes for work- 
ing capital, including working capital in connection 
with deferred gas costs. 


National also proposes to issue and sell from time to 
time during the period from January 21, 1980, 
through December 31, 1980, up to $20,000,000 
aggregate principal amount at any one time out- 
standing of its commercial paper to a dealer incom- 
mercial paper and/or short-term unsecured notes 
to Chase and to loan the proceeds to Distribution 
Corporation. The decision to issue commercial 
paper or short-term notes is at the discretion of 
National, except that, if the effective interest cost for 
commercial paper exceeds the cost of equivalent 
borrowings from Chase on the date of issue, 
National will issue its short-term unsecured notes 
to Chase. 
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The commercial paper will be sold by National tothe 
dealer in minimum sales amounts of not less than 
$50,000 and note denominations of not less than 
$25,000, with varying maturities not to exceed nine 
months, and will not be prepayable prior to maturity. 
No commission will be payable in connection with 
the issuance and sale of the commercial paper; 
however, the dealer will reoffer and sell the com- 
mercial paper at a discount rate of 1/8 of 1% per 
annum less than the prevailing discount rate from 
the dealer to National. The dealer, in reoffering the 
commercial paper, will limit the reoffer and sale toa 
nonpublic list of not more than 200 buyers of com- 
mercial paper. It is anticipated that the commerical 
paper of National will be held by the buyer to matur- 
ity; however, the dealer may, if desired, repurchase 
the commercial paper and reoffer it to others on the 
list of buyers. 


The short-term unsecured notes issued to Chase 
will mature within 12 months of the date of issue, 
will be payable at any time without premium, and 
will bear interest equal to the Chase prime rate as it 
fluctuates from time to time. Interest will be payable 
quarterly until the principal amount is paid in full. 
As set forth above, National has informally agreed 
with Chase to maintain average balances of 20% of 
the average loans outstanding. 


National proposes to use the proceeds from the sale 
of its short-term notes and/or commercial paper to 
acquire up to $20,000,000 aggregate principal 
amount at any one time outstanding of short-term 
unsecured notes proposed to be issued by Distribu- 
tion Corporation. Each such note will be dated the 
same date and bear the same effective interest rate 
as the related commercial paper and/or short-term 
note of National. Each note related to the commer- 
cial paper of National will mature within nine 
months from its date of issue, with interest payable 
quarterly until the principal amount is paid in full. 
Each note related to a short-term note of National to 
Chase will mature within twelve months from its 
date of issue, with interest payable quarterly until 
the principal amount is paid in full. Distribution 
Corporation will have the option, after payment of 
all notes of prior maturity, to prepay any such note at 
any time or from time to time, in whole or in part, 
without premium, upon payment of all interest 
accrued on the principal amount so prepaid to the 
date of such prepayment. 


Distribution Corporation proposes to use the pro- 
ceeds from the sale of its notes pursuant to this 
transaction for working capital, including working 


Volume 19, No. 1, January 8, 1980 





capital in connection with deferred gas costs. 
National presently intends to repay its borrowings 
of $20,000,000 through monies received from Dis- 
tribution Corporation, from bank loans, or from the 
sale of long-term securities. 


National further proposes to establish lines of credit 
with various banks aggregating $50,000,000 and to 
issue and sell from time to time during the period 
from January 21, 1980, through December 31, 
1980, short-term unsecured notes pursuant 
thereto, up to an aggregate principal amount at any 
one time outstanding of $50,000,000 and loan the 
proceeds therefrom to Supply Corporation. The 
names of the banks and the maximum amountto be 
borrowed and outstanding at any one time from 
each such bank are as follows: 


BUFFALO GROUP 


Marine Midland Bank-Western 
Buffalo, New York 

Manufacturers and Traders Trust 
Company- Buffalo, New York 

Liberty National Bank & Trust 
Company- Buffalo, New York 


$20,200,000 
11,000,000 
4,000,000 


ERIE GROUP 
*First National Bank of Pennsylvania- 
Erie, Pennsylvania 
Marine Bank- 
Erie, Pennsylvania 
Warren National Bank- 
Warren, Pennsylvania 


2,600,000 
1,700,000 
1,700,000 


OIL CITY GROUP 


*First Seneca Bank & Trust Co.- 
Oil City, Pennsylvania 
Pennsylvania Bank & Trust Co.- 
Titusville, Pennsylvania 
Northwest Pennsylvania Bank & 
Trust Co.- Oil City, Pennsylvania 
McDowell National Bank- 
Sharon, Pennsylvania 


3,200,000 
2,400,000 
1,700,000 


1,500,000 
$50,000,000 
*Agent Bank 


The notes will be dated the date of issue, will mature 
not later than twelve months from the date thereof, 
and will be prepayable at any time, in whole or in 
part, without penalty or premium. The notes issued 
and sold to the Erie and Oil City banks will bear 
interest at the prime rate of interest in effect from 
time to time at Chase. The notes issued and sold to 
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the Buffalo banks will bear interest at the prime rate 
of interest in effect from time to time of each individ- 
ual bank. Interest will be payable monthly until the 
principal amount is paid in full. There will be no 
commitment fee or any closing or related costs in 
connection with the above borrowings. 


National proposes to use the proceeds from the sale 
of such short-term notes to acquire for cash from 
time to time up to $30,000,000 aggregate principal 
amount at any one time outstanding of short-term 
unsecured notes proposed to be issued by Supply 
Corporation. Each note will be dated the date and 
bear the effective interest rate of the related short- 
term notes of National. Each note will mature within 
twelve months from its date of issue, with interest 
payable monthly until the principal amount is paid 
in full. Supply Corporation will have the option to 
prepay any note issued pursuant to this transaction 
at any time or from time to time, in whole or in part, 
without penalty or premium, upon payment of all 
interest accrued on the principal amount so prepaid 
to the date of such prepayment. 


Supply Corporation intends to use the proceeds 
from the sale of its notes for working capital and to 
purchase gas placed in storage during the summer 
months. Repayment of these notes by Supply Cor- 
poration will be made as gas is withdrawn from 
storage and sold and from funds generated 
internally. 


Finally, it is stated that during 1980, Supply Corpo- 
ration will have excess cash resulting from the sale 
by Supply Corporation of gas withdrawn from 
storage. Thus, Supply Corporation and Distribution 
Corporation request authority during the period 
from January 21, 1980, through December 31, 
1980, for Supply Corporation to loan and reloan to 
Distribution Corporation excess cash generated as 
a result of the sale by Supply Corporation of gas 
withdrawn from storage to the extent that such 
cash is available and is required by Distribution 
Corporation for working capital, but not in excess of 
$50,000,000 aggregate principal amount at any 
one time outstanding. The funds would be loaned in 
exchange for unsecured notes maturing within one 
year. Interest will be payable monthly, at the com- 
mercial paper rate applicable to National in effect at 
the time the loan is made. Distribution Corporation 
will have the option, after payment of all notes of 
prior maturity, to prepay any such note at any time 
or from time to time in whole or in part, without 
premium, upon payment of all interest accrued on 
the principal amount so prepaid to the date of such 
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prepayment. Distribution Corporation proposes to 
repay these loans through monies received as a 
result of bank borrowings or the sale of commercial 
paper by National as outlined above. 


It has been requested that authorization be granted 
to file on a quarterly basis certificates under Rule 
24, with respect to the proposed transactions and 
that the issuance and sale of the commercial paper 
be exempted from competitive bidding pursuant to 
Rule 50(a)(5) 


A statement of the fees and expenses to be incurred 
in connection with the proposed transactions is to 
be filed by amendment. It is stated that no state or 
federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 17, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the 
reasons for such request, and the issues of fact or 
law raised by said application-declaration which he 
desires to controvert; or he. may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicants-declarants at the above-stated 
addresses, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be 
filed with thé request. At any time after said date, 
the application-declaration, as amended or as it 
may be further amended, may be granted and 
permitted to become effective as provided in Rule 
23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing 
is ordered will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21351/December 21, 1979 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 


TRANSOK PIPE LINE COMPANY 
Tulsa, Oklahoma 


(70-5648) 


SUPPLEMENTAL ORDER AUTHORIZING 
INCREASE IN AMOUNT OF NOTES ISSUED BY 
SUBSIDIARY PIPELINE COMPANY TO PARENT 
ELECTRIC UTILITY COMPANY 


Public Service of Oklahoma ("PSO"), an electric 
utility subsidiary of Central and South West 
Corporation, a registered holding company, and 
Transok Pipe Line Company (‘‘Transok"’), a 
subsidiary pipeline company of PSO, have filed with 
this Commission a further post-effective 
amendment to their application-declaration in this 
proceeding pursuant to Sections 6(a), 7, 9(a), and 10 
of the Public Utility Holding Company Act of 1935 
(‘‘Act’’) regarding the following proposed 
transactions. 


By supplemental order issued July 20, 1979 (HCAR 
No. 21152), Transok was authorized to issue and 
sell to PSO its short-term notes in an aggregate 
principal amount outstanding at any one time not to 
exceed $10,000,000, such notes to mature not later 
than December 31, 1980. 


It is now proposed that the amount of such notes 
issued and sold by Transok to PSO be increased to 
$20,000,000. In all other respects the transactions 
remain unchanged. The notes will bear interest at 
the rate published in The Wall Street Journal for 
commercial paper placed directly by a major finance 
company and having terms most nearly equal tothe 
terms of the loans. The proceeds of the notes have 
been and will continue to be used to finance 
Transok’s continuing construction program and for 
Transok’s general working funds. 


No state commission and no federal commission, 
other than this Commission, has jurisdiction over 
the proposed transactions. 
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Due notice of the filing of said post-effective 
amendment to the application-declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21304), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and 
consumers that said application-declaration, as 
amended by said post-effective amendment, be 
granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act andrules thereunder, that said 
application-declaration, as amended by said post- 
effective amendment, be, and it hereby is, granted 
and permitted to become effective forthwith, 
subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 21352/December 21, 1979 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 


KENTUCKY POWER COMPANY 
Ashland, Kentucky 
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KINGSPORT POWER COMPANY 
Roanoke, Virginia 


OHIO POWER COMPANY 
Canton, Ohio 


WHEELING ELECTRIC COMPANY 
Wheeling, West Virginia 


AMERICAN ELECTRIC POWER COMPANY, 
INC. 
New York, New York 


(70-6361) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
NOTES TO BANKS AND TO A DEALER IN 
COMMERCIAL PAPER BY HOLDING COMPANY, 
CAPITAL CONTRIBUTIONS BY HOLDING 
COMPANY TO SUBSIDIARIES, AND GRANTING 
EXEMPTION FROM COMPETITIVE BIDDING 


American Electric Power Company, Inc. (‘‘AEP’’), a 


registered holding company, and Appalachian 
Power Company (‘‘Appalachian’’), Indiana & 
Michigan Electric Company (“lI&M”), Kentucky 
Power Company (‘‘KPCO”’), Kingsport Power 
Company (‘Kingsport’), Ohio Power Company 
(‘Ohio Power’) and Wheeling Electric Company 
(‘Wheeling Electric’), AEP’s subsidiary public 
utility companies, have filed a joint application- 
declaration and an amendment thereto pursuant to 
Sections 6(b) and 12 of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) and Rules 50(a)(2) and 
50(a)(5) promulgated thereunder concerning the 
following proposed transactions. 


AEP requests that it be permitted to issue and sell 
from time to time, prior to January 1, 1981, short- 
term notes and commercial paper, to banks, andtoa 
dealer in commercial paper, respectively, in an 
aggregate amount not to exceed $165,000,000 
outstanding at any one time. None of such notes or 
commercial paper shall mature later than June 30, 
1981. The notes to be sold to banks will be dated as 
of the date of the borrowing which it evidences, will 
mature not more than 270 days after the date of 
issuance and will be prepayable at any time without 
premium or penalty. AEP proposes to issue and sell 
such short-term notes to 10 banks with lines of 
credit in an aggregate amount of $208,000,000. 
The banks and the line of credit which AEP has 
established at each such bank is as follows: 
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Amount 
$50,000,000 


Name 
Chemical Bank, New York, N.Y. 
The Chase Manhattan Bank (National 
Association), New York, N.Y. 
Manufacturers Hanover Trust 
Company, New York, N.Y. 
Morgan Guaranty Trust Company of 
New York, New York, N.Y. 
Bankers Trust Company, 
New York, N.Y. 
The Bank of New York, 
New York, N.Y. 
The Cleveland Trust Company, 
Cleveland, Ohio 
First Pennsylvania Bank and Trust 
Company, Philadelphia, Pa. 
Mellon Bank, N.A., 
Pittsburgh, Pa. 
Credit Lyonnais, 
New York, N.Y. 


Total 


50,000,000 
25,000,000 
18,000,000 
9,000,000 
6,000,000 
7,000,000 
9,000,000 


9,000,000 


AEP will be required to maintain either (1) maintain 
compensating balances of 10% of the bank lines 
made available and additional compensating balan- 
ces of 10% of the amount of any borrowings, or (2) 
maintain compensating balances and pay an 
annual fee for the availability of the line of credit, 
equivalent generally, in combination, to compensat- 
ing balances not in excess of 10% of the line of 
credit made available. Where only compensating 
balances are required, borrowings under such lines 
will bear interest at an annual rate not greater than 
the bank’s prime commercial rate in effect at the 
time of issuance. Where a combination of compen- 
sating balances and fees are required, borrowings 
under such lines would bear interest at a specified 
rate in excess of the bank’s prime commercial rate 
in effect at the time of issuance, but such specified 
rate would not be greater than the equivalent rate of 
borrowings bearing interest at the prime rate with 
compensating balances equal to 10% of the amount 
borrowed. If the full amounts were borrowed from 
the banks, the effective interest cost to AEP would 
be 19.4%, based on a prime commercial rate of 
15-1/2%. In the case of one bank, borrowings may 
be made in Eurodollars and the interest rate on such 
borrowings will be a designated percent of the Lon- 
don Interbank Offering Rate. 


AEP also has money market facilities at each of two 
named banks in an aggregate amount of 
$20,000,000. These money market facilities do not 
represent a formal commitment or engagement by 
these banks to AEP but represent merely the ability 
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25,000,000 
$208,000,000 


of AEP to request unsecured borrowings, in the 
form of promissory notes, on a case-by-case basis. 
These money market facilities are available for 
unsecured borrowings in domestic dollars and/or 
in Eurodollars for periods of up to 180 days after the 
date of issuance, and any such borrowings will be 
prepayable by AEP at any time without premium or 
penalty. No compensating balances are required. 
The interest rate, which is currently to be negotiated 
on a case-by-case basis (using a 360 day year), is 
pegged to either the London Interbank Offering Rate 
plus a designated percent, if the borrowings are 
made in Eurodollars, or to a designated perzent of 
the bank’s prime rate, if the borrowings are made in 
domestic dollars. It is stated that interest rates on 
these notes will be lower than the effective interest 
rates for bank borrowings made from those banks 
listed above including the effect of any compensat- 
ing balances and fees paid. 


The commercial paper will be in the form of promis- 
sory notes in denominations of not less than 
$50,000 nor more than $5,000,000, of varying 
maturities, with no maturity more than 270 days 
after the date of issue; none will be prepayable prior 
to maturity. The commercial paper notes will be sold 
directly to Lehman Commercial Paper Incorporated 
(the ‘‘Dealer’’) at a discount rate not in excess of the 
discount rate per annum prevailing at the time of 
issuance for commercial paper of comparable ¢,ual- 
ity and maturity. No commercial paper notes will be 
issued having a maturity of more than 90 days if 
such commercial paper notes would have an effec- 
tive interest cost which exceeds the effective inter- 
est cost at which AEP could borrow from banks. 


The Dealer will reoffer the commercial paper notes 
to not more than 200 of such Dealer’s customers 
identified and designated in a non-public list pre- 
pared by such Dealer in advance, at a discount rate 
of 1/8 of 1% per annum less than the discount rate 
at which such commercial paper notes were pur- 
chased from AEP. It is expected that the customers 
of the Dealer will hold such commercial paper notes 
to maturity, but, if any such customer wishes to 
resell such commercial paper prior to maturity, the 
Dealer, pursuant to a verbal repurchase agreement, 
will repurchase such commercial paper sold by it 
and reoffer it to other customers on the non-public 
list. 


AEP also requests authority to make cash capital 
contributions from time to time prior to January 1, 
1981, to its public utility subsidiary companies in 
the following aggregate amounts: Appalachian, 
$100,000,000, I&M, $50,000,000, KPCO, 
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$30,000,000, Kingsport, $1,000,000 Ohio Power, 
$30,000,000 and Wheeling Electric, $1,000,000. 


The proceeds from the sale of the notes to banks and 
the commercial paper, together with other funds 
available to AEP, will be invested by AEP in its public 
utility subsidiaries to assist them in financing the 
costs of their respective construction programs and 
to retire their short-term debt. The construction pro- 
grams of AEP’s public utility subsidiary companies 
for 1980 are estimated as follows: Appalachian, 
$340,048,000, I&M, $199,607,000, KPCO, 
$134,483,000, Kingsport, $4,824,000, Ohio 
Power, $231,521,000 and Wheeling Electric, 
$3,917,000. 


AEP claims exemption from the competitive bidding 
requirements of Rule 50 for the proposed issuance 
of notes pursuant to paragraph (a)(2) thereof, and 
requests exemption from such requirements for the 
proposed issue and sale of its commercial paper 
pursuant to paragraph (a)(5)(ii) thereof. 


The State Corporation Commission of Virginia and 
the Public Service Commission of West Virginia 
have both authorized the proposed transactions. No 
other state commission and no federal commission, 
other than this Commission, has jurisdiction over 
the proposed transactions. The fees and expenses 
to be incurred in connection with this proceeding 
are estimated at $12,000. 


Due notice of the filing of said application- 
declaration has been given in the manner pre- 
scribed in Rule 23 promulgated under the Act (HCAR 
No. 21248), and no hearing has been requested of 
or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the appli- 
cable standards of the Act and the rules thereunder 
are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that 
the application-declaration, as amended, be 
granted, and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith, subject to the terms and condi- 
tions prescribed in Rule 24 promulgated under the 
Act, except that certificates thereunder shall be 
filed quarterly. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21353/December 21, 1979 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 


(70-6363) 


ORDER AUTHORIZING SHORT-TERM BORROWING 


Appalachian Power Company (‘‘Appalachian”), a 
subsidiary electric utility company of American 
Electric Power Company, Inc. (‘AEP’), a registered 
holding company, has filed with this Commission an 
application and an amendment thereto pursuant to 
Section 6(b) of the Public Utility Holding Company 
Act of 1935 (‘‘Act’’) and Rules 50(a)(2) and 50(a)(5) 
promulgated thereunder concerning the following 
proposed transactions. 


Appalachian requests that from the date of the 
granting of this application to January 1, 1981, the 
exemption from the provisions of Section 6(a) of the 
Act, afforded by the first sentence of Section 6(b), be 
increased to the extent necessary to cover the sale 
of notes to banks and commercial paper to a dealer 
in commercial paper in an aggregate amount not to 
exceed $200,000,000, provided that none of such 
notes to banks and commercial paper shall mature 
later than June 30, 1981 


Appalachian has credit arrangements with 95 
banks which total $352,490,000. For purposes of 
borrowing, these banks are of three classes. Each 
note to be issued to a Class | bank will mature not 
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more than 270 days after the date of issuance or 
renewal thereof, and will be prepayable by Appa- 
lachian at any time without premium or penalty. 
Appalachian’s credit arrangements with these 
banks require it to maintain compensating balances 
equal to a percentage of the line of credit made 
available by the bank plus a percentage of any 
amount actually borrowed, generally not in excess 
of 10% of the line of credit and 10% of the amount 
borrowed. Borrowings from a Class | bank would 
generally bear interest at an annual rate not greater 
than the bank's prime commercial rate in effect 
from time to time. 


Each note to be issued to a Class II bank will mature 
not more than 270 days after the date of issuance or 
renewal thereof, and will be prepayable by Appa- 
lachian at any time without premium or penalty. 
Appalachian’s credit arrangements with these 
banks require it to maintain compensating balances 
of 5% of the line of credit and to pay a fee for the 
availability of the line of credit, which is equal to 4% 
of the bank's prime commercial rate then in effect 
times the size of the line. The combination of a 5% 
compensating balance and a fee is generally equi- 
valent to a compensating balance not in excess of 
10% of the line of credit made available. In addition, 
Appalachian must pay interest on the borrowings at 
the rate of up to 108.5% of the bank’s prime com- 
mercial rate then in effect. In the case of one bank, 
borrowings may be made in Eurodollars; the inter- 
est rate on such borrowings will be a designated 
percent of the London Interbank Offering Rate. The 
total cost of borrowings from Class II banks would 
not be greater than the effective rate for borrowings 
bearing interest at the prime rate with compensat- 
ing balances equal to 10% of the line of credit and 
10% of the amount borrowed. It is stated that if the 
balances maintained and the fees paid by Appala- 
chian with and to the Class | and Il banks were main- 
tained and paid solely to fulfill requirements for 
borrowings by Appalachian, the effective annual 
interest cost under either such arrangement, 
assuming full use of the line of credit, would not 
exceed 125% of the prime commercial rate in effect 
from time to time, or not more than 19.4% on the 
basis of a prime commercial rate of 15-1/2%. 


With respect to Class Ill banks, Appalachian has 
money market facilities at each of two named banks 
in an aggregate amount of $20,000,000. These 
money market facilities do not represent a formal 
commitment or engagement by these banks to 
Appalachian, but represent merely the ability of 
Appalachian to request unsecured borrowings in 
domestic dollars and/or in Eurodollars for periods 
of up to 180 days after the date of issuance; any 


28/SEC DOCKET 


such borrowings will be prepayable by Appalachian 
at any time without premium or penalty. No compen- 
sating balances are required. The interest rate, 
which is presently to be negotiated on a case by 
case basis (using a 360 day year), is pegged to either 
the London Interbank Offering Rate plus a desig- 
nated percent if the borrowings are made in Eruo- 
dollars, or to a designated percent of the bank's prime 
rate, if the borrowings are made in domestic dollars. 
It is stated that interest rates on these notes will be 
lower than the effective interest rates for bank bor- 
rowings made from Class | and II banks, including 
the effect of any compensating balances and fees 
paid. 


Appalachian also proposes to issue commercial 
paper, in the form of promissory notes, in denomi- 
nations of not less than $50,000 nor more than 
$5,000,000, or varying maturities, with no maturity 
more than 270 days after the date of issue; such 
notes will not be prepayable prior to maturity. The 
commercial paper notes will be sold directly by 
Appalachian to Lehman Commercial Paper, Incor- 
porated (the ‘‘Dealer’’) at a discount rate not in 
excess of the discount rate per annum prevailing at 
the time of issuance for commercial paper of com- 
parable quality and maturity. No commercial 
paper will be issued having a maturity of more than 
90 days if such commercial paper would have an 
effective interest cost which exceeds the effective 
interest cost at which Appalachian could borrow 
from commercial banks. The Dealer will reoffer the 
commercial paper notes to not more than 200 of the 
Dealer’s customers identified and designated in a 
nonpublic list prepared by the dealer in advance, at 
a discount rate of 1/8 of 1% less than the discount 
rate at which such notes were purchased from 
Appalachian. It is expected that such customers will 
hold such commercial paper notes to maturity, but if 
any such customer wishes to resell such commer- 
cial paper prior to maturity, the Dealer, pursuant toa 
verbal repurchase agreement, will repurchase such 
commercial paper and reoffer it to other customers 
on its nonpublic list. 


The proceeds of the short-term debt incurred by 
Appalachian will be used to pay the general obliga- 
tions of Appalachian, including expenses incurred 
in its various Construction projects. The estimated 
cost of its construction program for 1980 is approxi- 
mately $340,048,000. 


Appalachian claims exemption from the competi- 
tive bidding requirements of Rule 50 for the pro- 
posed issuance of notes to banks pursuant to 
paragraph (a)(2) thereof, and requests exemption 
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from such requirements for the proposed issue and 
sale of its commercial paper pursuant to paragraph 
(a)(5)(ii) thereof. 


The State Corporation Commission of Virginia has 
authorized the proposed transactions. No other 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transactions. The fees and expenses to be 
incurred in connection with the proposed transac- 
tions are estimated at $12,000. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promul!- 
gated under the Act (HCAR No. 21246), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable stan- 
dards of the Act and the rules thereunder are satis- 
fied and that no adverse findings are necessary; and 
that it is appropriate in the public interest andinthe 
interest of investors and consumers that the appli- 
cation, as amended, be granted: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application, as amended, be, and it hereby is, 
granted effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act, except that certificates thereunder shall be 
filed quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21354/December 21, 1979 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 


NEW ENGLAND POWER SERVICE COMPANY 
Westborough, Massachusetts 


(70-6353) 
(70-576) 


ORDER AUTHORIZING DIVIDEND PAYMENT BY, 
CAPITAL CONTRIBUTION TO AND SHORT-TERM 
BORROWING AUTHORIZATION FOR SUBSIDIARY 
SERVICE COMPANY 


New England Electric System (‘‘NEES”), a regis- 
tered holding company, and its service company 
subsidiary New England Power Service Company 
(““NEPSCO”) have filed with this Commission an 
application-declaration and amendments thereto 
pursuant to Sections 6(a), 7, 9(a), 10, 12 and 13 of 
the Public Utility Holding Act of 1935 (‘‘Act’’) and 
Rules 42, 45, 50, 90 and 91 promulgted there- 
under concerning the following proposed 
transactions. 


During 1978 NEPSCO billed its customers 
$50,910,622 for services, an average of approxi- 
mately $4,250,000 per month, and NEPSCO’s 
monthly working capital needs ranged from a min- 
imum of $1,375,000 to a maximum of $4,500,000. 
Since it has no authorization to borrow funds to 
meet its working capital requirements, NEPSCO 
met such requirements through a combination of 
open account advances from NEES of $1,100,000 
and prepayments of bills by NEPSCO’s customers. 
The open account advances from NEES consisted of 
$550,000 which had been made between 1936 and 
1941 and which bear interest at 4% per annum, 
together with other advances totaling $550,000 
which were made in amounts of $50,000 each, the 
last such advance having been made in 1965, and 
which do not bear interest. To provide for NEPSCO’s 
ongoing working capital requirements it is proposed 
that NEES make a capital contribution to NEPSCO, 
that NEPSCO be granted its own short-term bar- 
rowing authority and that NEPSCO declare and pay 
to NEES a dividend of $273,436, a sum represent- 
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ing the full amount of its retained earnings. A por- 
tion of NEPSCO’s retained earnings include work 
performed for non-affiliates, including work per- 
formed for the United States government during 
World War Il. The disposition of this war income 
must be approved by this Commission in accor- 
dance with the order of August 8, 1942, in File No. 
70-576. 


NEES proposes to make a capital contribution of 
$1,350,000 to NEPSCO, from which contribution 
NEPSCO would repay NEES $1,100,000, the full 
amount of outstanding open account advances. 
NEPSCO will credit the capital contribution to ‘‘Mis- 
cellaneous paid-in capital’’ and NEES will charge it 


to ‘Investment: Common Stock of Subsidiaries, at. 


Equity.” 


NEPSCO also proposes to issue and sell from time to 
time through March 31, 1980, its short-term notes 
up to a maximum amount of $4,000,000 outstand- 
ing. Such short-term notes would be issued to 
banks and/or to NEES, would mature in less than 
one year from date of issuance and would provide 
for prepayment in whole or in part without penalty. 
The notes issued to banks would bear interest at a 
rate not exceeding the prime rate in effect at the 
time of issuance (not including any fees in lieu of 
compensating balances), and those issued to 
NEES would bear interest at a rate not in excess of 
the prime rate in effect at the time of issuance. 
Assuming a prime rate of 15.75% and compensat- 
ing balance requirements of 20%, or fees equivalent 
thereto, the effective interest cost of bank borrow- 
ings would be 19.69%, and the effective interest 
cost of borrowings from NEES would be 15.75%. 


It is proposed that NEPSCO may prepay its notes to 
NEES, in whole or in part, with borrowings from 
banks and that NEPSCO may prepay its notes to 
banks, in whole or in part, with borrowings from 
NEES. In the event of borrowings from banks at a 
higher interest rate than the rate on notes to NEES 
being prepaid with such bank borrowings, NEES 
will credit NEPSCO with the interest differential 
from the date of issuance of the new notes to the 
normal maturity date of the notes to NEES being 
prepaid. In the event of borrowings from NEES to 
prepay notes to banks, the interest rate on the notes 
to NEES will be the lower of (1) the interest rate on 
the bank notes being prepaid (but only until the 
maturity date of the notes so prepaid, and thereafter 
at the prime rate) or (2) the prime rate. 


NEPSCO also seeks authorization to include in its 
service charges to customers (1) the actual interest 
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on funds borrowed by it, and (2) a rate of return on 
equity capital (excluding retained earnings) equal to 
the rate of return on common equity most recently 
authorized by the Federal Energy Regulatory Com- 
mission (‘‘FERC’’) in rate proceedings involving 
NEPSCO’'s affiliate, New England Power Company 
(“NEP”). The most recent rate of return on common 
equity authorized NEP in FERC proceedings was 
12.75%. NEPSCO further requests that any new 
rate authorized NEP by FERC become effective for 
NEPSCO (1) upon filing with this Commission of the 
FERC order authorizing such new rate for NEP, or (2) 
upon the effective date of such FERC order, which- 
ever is later. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$3,500. No state commission and no federal com- 
mission, other than this Commission, has jurisdic- 
tion over the propsed transactions. 


Due notice of the filing of said application- 
declaration has been given in the manner pre- 
scribed in Rule 23 promulgated under the Act (HCAR 
Nos. 21259 and 21312), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts inthe record, it is hereby found 
that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become effective 
forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act, except 
that NEPSCO shall file Rule 24 certificates within 
30 days of the end of each calendar quarter setting 
forth concerning its activities during such quarter 
the following: (a) a balance sheet and statement of 
income for NEPSCO, including a statement of 
retained earnings; (b) a computation of the cost of 
capital for the quarter included in its service 
charges to customers; and (c) a report of any bor- 
rowings by NEPSCO from banks and/or receipt of 
capital contributions from NEES. These reporting 
requirements may be modified from time to time. 


IT IS FURTHER ORDERED that the jurisdiction 
reserved over the retained earnings of NEPSCO in 
File No. 70-576 be, and it hereby is, released. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21355/December 21, 1979 


In the Matter of 


SOUTHERN OHIO COAL COMPANY 
Moundsville, West Virginia 


OHIO POWER COMPANY 
Canton, Ohio 


(70-6215) 


ORDER AUTHORIZING EXTENSION OF FINANCING 
FOR COAL MINING SUBSIDIARY 


Ohio Power Company (“Ohio Power’’), an electric 
utility subsidiary of American Electric Power Com- 
pany, Inc., a registered holding company, and 
Southern Ohio Coal Company (‘‘SOCO”), a coal 
mining subsidiary of Ohio Power, have filed with 
this Commission post-effective’ amendments to 
their application-declaration previously filed and 
amended pursuant to Sections 6, 7, 12(b), 12(c) and 
12(f) of the Public Utility Holding Company Act of 
1935 (‘‘Act’’) and Rules 42, 45, 46 and 50 promul- 
gated therunder concerning the following matter. 


By order dated April 17, 1979 (HCAR No. 21008), 
SOCO was authorized, among other things, to enter 
into a term loan agreement with a group of banks 
providing for a loan of up to $130,000,000, which 
loan matures December 31, 1986, and requires the 
payment of quarterly installments in such amounts 
as will retire 15% of the prinipal amount outstand- 
ing on December 31, 1980, in each of the years 
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1981 through 1985 and 25% of such principal 
amount in 1986. The notes (“Notes”) evidencing 
the loan bear interest, payable quarterly, at 109% of 
the prime rate of Citibank, N.A., and SOCO pays the 
banks a commitment fee of 1% of 1% per annum on 
the unused amount of the banks’ commitments. 
Other terms of the loan, and related matters con- 
cerning it as it related to the pricing of SOCO’s coal, 
are set forth in said order. The order also provided 
that the Notes “shall be prepaid on or prior to 
December 31, 1979, unless the borrowings are per- 
mitted for a longer period by further order of this 
Commission .. .”’ 


By post-effective amendments applicants- 
declarants request an extension from December 31, 
1979, until December 31, 1980, of the time by 
which the Notes must be prepaid unless permitted 
for a longer period by further order. Applicants- 
declarants claim that possible economic benefits 
from the authorized financing arrangements (which 
were claimed to result in a reduction in the price of 
coal sold to Ohio Power when the prime rate is 
below 9.71%, and to result in possible reductions in 
such price witha prime of 9.71% or above, depend- 
ing on effective tax rates (assuming an effective tax 
rate of 13.8%, the ‘break even” prime rate under 
the proposal was calculated to be 10.56%)) will be 
realized when the prime rate (currently 15%) 
returns to more normal historical levels. In addition 
they assert that the financial alternatives for repay- 
ment of the Notes are currently unattractive, stating 
that repayment would require the sale of senior 
securities at an interest rate in excess of 13%, such 
rate to be locked in for at least five years. 


There are no additional fees or expenses to be 
incurred in connection with the proposed exten- 
sion. No state commission and no federal commis- 
sion, other than this Commission, has jurisdiction 
fover the proposed extension. 


Upon the basis of the facts in the record, as 
amended by said post-effective amendments, it is 
hereby found that the applicable standards of the 
Act and Rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended by said post-effective 
amendments, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and Rules thereunder, that said 
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application-declaration, as amended by said post- 
effective amendments, be, and it hereby is, granted 
and permitted to become effective forthwith, sub- 
ject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21356/December 21, 1979 


In the Matter of 


CEDAR COAL COMPANY 
SOUTHERN APPALACHIAN COAL COMPANY 
CENTRAL APPALACHIAN COAL COMPANY 


Charleston, West Virginia 


CENTRAL OHIO COAL COMPOANY 
Canton, Ohio 


SOUTHERN OHIO COAL COMPANY 
Moundsville, West Virginia 


(70-6152) 


ORDER AUTHORIZING MINING EQUIPMENT 
LEASE 


Cedar Coal Company (‘’Cedar’’), Central Appalach- 
ian Coal Company (“CACO”) and Southern Appal- 


achian Coal Company (“SACO”), coal mining 
subsidiaries of Appalachian Power Company 
(‘Appalachian’), and Central Ohio Coal Company 
(“COCO”) and Southern Ohio Coal Company 
(““SOCO"), coal mining subsidiaries of Ohio Power 
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Company, which, like Appalachian, is an electric 
utility subsidiary of American Electric Power Com- 
pany, Inc., a registered holding company, have filed 
with this Commission a post-effective amendment 
to their application previously filed and amended 
pursuant to Sections 9 and 12 of the Public Utility 
Holding Compoany Act of 1935 (“‘Act’’) concerning 
the following proposed transaction. 


By order dated August 8, 1979 (HCAR No. 21178), 
applicants (excluding CACO) were authorized to 
enter into leasing arrangements with the Common- 
wealth Plan, Inc. (‘Commonwealth’), under separ- 
ate master leasing agreements (“Commonwealth 
Leases’’) pursuant to which Commonwealth is com- 
mitted to lease to applicants (excluding CACO), on 
or before March 31, 1980, certain mining equip- 
ment having a total aggregate acquisition cost not to 
exceed $20,000,000. Under the Commonwealth 
Leases rents are payable quarterly and provide for 
full amortization of the acquisition cost of each unit 
of equipment over a period of either 12, 20, 28, or 40 
quarters. The quarterly rental payments per $1,000 
of acquisition cost are $97.369 over a 12-quarter 
term, $64.026 over a 20-quarter term, $49.962 
over a 28-quarter term and $39.702 over a 40- 
quarter term. Such quarterly payments contain an 
implicit interest rate to the lessor (assuming no 
residuals) of 9.92% per annum (on a 360-day year 
basis). When the cost of an item is fully amortized 
the quarterly rental payment becomes an amount 
equal to 0.125% of its acquisition cost. The Com- 
monwealth Leases are net leases, with all expenses 
directly related to the leased equipment borne by 
the lessee. 


By post-effective amendment it is requested that 
Cedar be permitted to enter into a rider to its lease 
with Commonwealth, which rider would provide for 
the lease to Cedar (as part of the $20,000,000 of 
equipment to be leased to applicants (excluding 
CACO), at a total acquisition cost of approximately 
$2,250,000, of a heavy duty electric yard shovel 
(‘Shovel’). The rider provides for the lease of the 
Shovel at a quarterly rental of $28.867 per $1,000 
of acquisition cost over an 80-quarter term. Such 
quarterly payment contains the same implicit inter- 
est rate to lessor (9.92%, assuming no residuals and 
a 360-day year) as the other rental terms under the 
Commonwealth Leases. 


There are no additional fees or expenses to be 
incurred in connection with the proposed transac- 
tion. No state commission and no federal commis- 
sion, other than this Commission, has jurisdiction 
over the proposed transaction. 
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Due notice of the filing of said post-effective amend- 
ment to the application has been given in the 
manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 21302), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application, as amended, 
be granted: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application, as amended by said post-effective 
amendment, be, and it hereby is, granted effective 
forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act, except 
that (1) applicants shall file Rule 24 certificates at 
the end of each calendar quarter setting forth con- 
cerning their activities during such quarter the fol- 
lowing: (a) corporate balance sheets and income 
statements, including computations of cost of capi- 
tal for the quarter on investments made by Appal- 
achian in Cedar, CACO and SACO, and by Ohio 
Power Company in COCO and SOCO; (b) a descrip- 
tion of mine operations and improvements made 
during the quarter; (c) the quantities of coal sold to 
each buyer, the price of such coal and the computa- 
tion of the cost of coal sold; (d) supporting schedules 
of operating expenses incurred during the quarter; 
and (f) a supporting schedule of mining plant in 
service, and (2) applicants shall include with the 
certificates reporting for the last quarter of the 
calendar year a description of. the construction 
expenditures budgeted for the following calendar 
year. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





Volume 19, No. 1, January 8, 1980 


PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21357/December 21, 1979 


In the Matter of 


MICHIGAN POWER COMPANY 
Three Rivers, Michigan 


AMERICAN ELECTRIC POWER COMPANY, 
INC. 
New York, New York 


(70-4538) 


ORDER AUTHORIZING EXTENSION OF TIME FOR 
OPEN-ACCOUNT ADVANCES BY HOLDING 
COMPANY 


American Electric Power Company, Inc. (“AEP’’), a 
registered holding company, and its electric utility 
subsidiary Michigan Power Company (“MPC”), 
have filed with this Commission a post-effective 
amendment to their declaration previously filed and 
amended pursuant to Section 12(b) of the Public 
Utility Holding Company Act of 1935 (“Act”) and 
Rule 45 promulgated thereunder concerning the 
following proposed transaction. 


By orders dated October 10, 1967, May 2, 1968, 
May 26, 1969, December 16, 1969, October 28, 
1970, December 21, 1971, March 23, 1972, 
November 29, 1972, December 27, 1973, 
December 4, 1974, December 16, 1975, December 
23, 1976, December 31, 1977, and December 29, 
1978 (HCAR Nos. 15872, 16051, 16383, 16559, 
16880, 17405, 17508, 17783, 18232, 18686, 
19297, 19820, 20281 and 20858), this Commis- 
sion, among other things, authorized AEP to make 
open-account advances to MPC of up to 
$12,000,000 outstanding at any one time. Such 
advances are to be repaid on or before December 
31, 1979. 


By post-effective amendment declarants request an 
extension of time until the earlier of December 31, 
1980, or 45 days after any order bythe Commission 
authorizing MPC’s issuance of term notes in File No. 
70-6374, to make said open account advances and 
to repay such advances. It is stated that MPC has 
pending before this Commission (in File No. 70- 
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6374) an application concerning its proposed issu- 
ance and sale to two banks of up to $20,000,000 of 
notes having a maturity of December 31, 1987. 


A part of the proceeds from the sale of such notes 
would be used to repay the open-account advances 
to AEP. Declarants presently anticipate that the 
Michigan Public Service Commission, which has 
jurisdiction over the issuance of such notes, may 
require a hearing with respect to their issuance, 
resulting in a possible delay in their issuance and 
sale until after December 31, 1979. 


There are no additional fees or expenses to be 
incurred in connection with the proposed transac- 
tion. No state commission and no federal commis- 
sion, other than this Commission, has jurisdiction 
over the proposed transaction. 


Due notice of the filing of said post-effective amend- 
ment to the declaration has been given in the 
manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 21303), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts inthe record, it is hereby found 
that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said declaration, as amended, 
be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, aS amended by said post-effective 
amendment, be, and it hereby is, permitted to 
become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21358/December 26, 1979 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT 
COMPANY 
Morristown, New Jersey 


METROPOLITAN EDISON COMPANY 


YORK HAVEN POWER COMPANY 
Reading, Pennsylvania 


PENNSYLVANIA ELECTRIC COMPANY 


NINEVEH WATER COMPANY 
Johnstown, Pennsylvania 


GENERAL PUBLIC UTILITIES CORPORATION 
CHERRY HILLS FUEL CORPORATION 


GPU SERVICE CORPORATION 
Parisippany, New Jersey 


(70-6376) 


ORDER AUTHORIZING ALLOCATION OF CONSOLI- 
DATED FEDERAL INCOME TAX LIABILITY BY 
METHOD OTHER THAN SPECIFIED IN RULE 
45(b)(6) 


General Public Utilities Corporation ("GPU"), a reg- 
istered holding company, and its subsidiary com- 
panies named-above have filed a declaration with 
this Commission pursuant to Section 12(b) of the 
Public Utility Holding Company Act of 1935 (‘‘Act’’), 
and Rule 45 promulgated thereunder as applicable 
to the following proposal. 


GPU and its subsidiaries join as a group in the filing 
of consolidated Federal income tax returns. They 
state that two of the electric utility subsidiaries, 
Metropolitan Edison Company (‘‘Met-Ed”) and Jer- 
sey Central Power & Light Company (“JC”) are 
expected to report losses for tax purposes for the 
year 1979. Such losses will be used, in the consoli- 
dated return, to eliminate taxable income from 
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other sources, and to adjust the consolidated tax 
liabilities for prior and future years. 


Applicants state that the general allocation formula 
for allocation of consolidated return tax liabilities 
authorized by Rule 45(b)(6) is not suitable for a case 
in which an operating utility company suffers a 
material loss. Applicants have entered into a tax 
allocation agreement, pursuant to Section 1552 of 
the Internal Code of 1954, as amended, and submit 
that agreement for approval under Section 12(b) of 
the Act and Rule 45(a). They propose to allocate the 
consolidated return liability in accordance with the 
tax allocation agreement, for the year 1979 and 
subsequent years, until further order of the 
Commission. 


The tax allocation agreement provides that there 
shall be allocated to each company in the consoli- 
dated group, except the holding company, the tax 
benefits of its own net operating losses. The tax 
benefits of the holding company’s deductions will 
be allocated among the subsidiaries in proportion to 
the holding company’s average common stock 
equity investment in each company during the year. 
The prior allocation of the holding company deduc- 
tions under Rule 45(b)(6) for years before 1979, 
however, will not be adjusted in connection with 
allocating operating loss carry backs. 


A company which does not have a net operating loss 
of its own and which would have income tax liability 
(allowing for its own investment tax credits which it 
could utilize on a separate return basis,) were the 
liability not offset by net operating losses of other 
companies in the group, will pay the amount of such 
tax reduction to the companies, other than the hold- 
ing company, whose net operating losses are so 
used in the consolidated return. Such payments will 
be divided among the loss companies in proportion 
to the use of their net operating losses. If there isa 
consolidated minimum tax arising from ‘‘prefer- 
ence” items as defined in the Internal Revenue 
Code, such minimum tax will be independently allo- 
cated among the companies in the ratio of their 
respective preference incomes. 


Based on estimates of income and expenses for the 
balance of the tax year, and the companies’ inter- 
pretation of the relevant tax laws, it is believed that 
the current operating losses of Met-Ed and JC will 
produce about $16 million of 1979 tax deductions. 
These amounts will be paid to the two operating 
companies providing the deductions. It appears that 
no refunds of taxes paid in prior years will occur, but 
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that the operating loss carry backs expected will 
replace investment tax credits previously claimed 
and increase the investment tax credits available for 
use in future years. The tax allocation agreement 
would preserve such benefits for the operating util- 
ity company which created such credits. 


The fees, commissions and expenses to be incurred 
in connection with this proposal are estimated to 
total $9,500, including legal fees of $6,650 and 
miscellaneous expenses of $850. Although it is not 
entirely clear whether the contract involved in this 
Declaration is embraced within Section 2102 of the 
Pennsylvania Public Utility Code, the Companies 
have filed a copy of this declaration with the Pen- 
nsylvania Public Utility Commission in response to 
that provision of the Pennsylvania Public Utility 
Code. No other state commission and no federal 
commission, other than this Commission, has juris- 
diction with respect to the proposal. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 21323), and no 
hearing has been requested or ordered by the Com- 
mission. Upon the basis of the facts in the record, it 
is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that is 
appropriate in the public interest and in the interest 
of investors and consumers that said declaration, as 
amended, be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provi- 


_sions of the Act and rules thereunder, that said 


declaration, as amended, be, and it hereby is, per- 
mitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SEC DOCKET/35 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21359/December 26, 1979 


In the Matter of 


LOWELL GAS COMPANY 
Lowell, Massachusetts 


CAPE COD GAS COMPANY 
Hyannis, Massachusetts 


(70-61 70) 


ORDER AUTHORIZING TEMPORARY INCREASE IN 
SHORT-TERM FINANCING 


Lowell Gas Company (‘‘Lowell’’) and Cape Cod Gas 
Company (“Cape Cod”), public utility subsidiaries of 
Colonial Gas Energy System (‘‘Colonial’’), a regis- 
tered holding company, have filed with this Com- 
mission a post-effective amendment to the joint 
declaration in this proceeding pursuant to Sections 
6 and 7 of the Public Utility Holding Company Act of 


Chase Manhattan Bank, N.A. 

Union National Bank 

Shawmut Bank of Boston, N.A. 

State Street Bank and Trust Company 
BayBank Middlesex, N.A. 


The cost of the borrowing would be: The sum of (a) a 
variable charge of 1/4 of a percent per annum plus 
1/8 of the Chase Manhattan Bank’s prime rate from 
time to time on the total commitment; plus (b) 1/2 of 
a percent per annum of the unborrowed funds, and 
(c) 3/4 of a percent above 112-1/2% of the Chase 
Manhattan Bank’s prime rate from time to time. The 
notes evidencing such loans are dated as of the date 
of issue or June 30, 1980, whichever is earlier. The 
loans may be prepaid, in whole or in part, in multi- 
ples of $100,000, at the option of the companies, 
without premium or penalty. 


Lowell and Cape Cod have entered into amend- 
ments to the Credit Agreements dated as of June 
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1935 (‘Act’) regarding the following proposed 
transaction. 


On October 7, 1977, Colonial filed an application for 
exemption under Section 3(a)(1) of the Act (File No. 
31-763). Its application for exemption is pending. 
Pursuant to a Stipulation in that proceeding dated 
January 26, 1978, entered into by Colonial and the 
Division of Corporate Regulation pending the devel- 
opment of a plan of financial simplification or recap- 
italization by Colonial appropriate to the 
requirements for exemption under Section 3(a)(1), 
Colonial has registered as a public utility holding 
company under Section 5(a) for the limited purpose 
of complying with the provisions of Sections 6, 7 
and 12(b) of the Act. 


Lowell and Cape Cod each have revolving 
lines of credit pursuant to separate credit agree- 
ments (collectively, the ‘‘Credit Agreements’) 
dated January 1, 1976, as amended, with Chase 
Manhattan Bank (N.A.), Union National Bank, 
Shawmut Bank of Boston, N.A., State Street Bank 
and Trust Company, and BayBank Middlesex, N.A. 
By order in this proceeding dated June 30, 1978 
(HCAR No. 20185), Lowell and Cape Cod were auth- 
orized to extend the term of the Credit Agreements 
to June 30, 1980, and to borrow up to the indicated 
amounts from the following banks: 


Lowell 

$ 5,144,800 
991,200 
2,277,400 
2,183,000 
1,203,600 


$11,800,000 


Cape Cod 
$2,464,000 
1,351,000 
1,351,000 
868,000 
966,000 


$7,000,000 


15, 1979 (“Amended Credit Agreements’’) which 
modify the terms of the Credit Agreements in cer- 
tain respects. Lowell proposes to further amend the 


Lowell Credit Agreement (‘‘Proposed Lowell 
Amendment’’) to provide for a temporary increase in 
the maximum aggregate principal amount Lowell 
may borrow under that agreement. Lowell is now 
seeking authorization to borrow up to such 
increased amount. 


Under the Proposed Lowell Amendment, the maxi- 
mum aggregate principal amount of loans available 
from each bank for the period through March 31, 
1980 would be as follows: 
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Maximum Loan Amount 
Bank Through March 31, 1980 
The Chase Manhattan Bank 
(National Association) 
Union National Bank 
Shawmut Bank of Boston, N.A. 
State Street Bank and Trust 
Company 
BayBank Middlesex, N.A. 


$ 5,450,000 
1,050,000 
2,412,500 


2,312,500 
1,275,000 


$12,500,000 


After March 31, 1980, Lowell's lines of credit would 
automatically be reduced to the maximum loan 
amounts authorized by the June 30, 1978 order 
(HCAR No. 20185). Lowell will file a post-effective 
amendment to the joint declaration in this proceed- 
ing requesting that the increase in the maximum 
aggregate principal amount Lowell may borrow pur- 
suant to this authorization be extended through the 
period ending June 30, 1980. The working capital 
requirements of Lowell and Cape Cod include a 
seasonal factor due to the financing of gas inventory 
in the months when demand is low and to the repay- 
ments of that indebtedness during the course of the 
winter heating season as the gas is sold. The tem- 
porary increase in Lowell's Credit Agreement is 
occasioned by an increase of approximately $.50 
per mcf for natural gas supplied by its pipeline sup- 
plier which results in approximately $2,000,000 of 
additional gas costs to be experienced during the 
period from October through December 1979, only 
a portion of which will be recovered through 
Lowell's cost of gas adjustment clause during 1979. 
The other increased costs will be recovered as gasis 
delivered to customers, such increased costs are 
billed, and receivables thereby generated are col- 
lected during the first quarter of 1980. Recovery of 
these costs will permit a return to the maximum 
loan amounts previously authorized. 


Lowell and Cape Cod’s cost of borrowings under the 
Amended Credit Agreements and the Proposed 
Lowell Amendment would be: (a) 1/2 of a percent 
per annum of the unborrowed funds plus (b) 3/4 
percent above the Chase Manhattan Bank’s prime 
rate from time to time. The variable charge of 1/4 of 
a percent per annum plus 1/8 of the Chase Manhat- 
tan’s Bank prime rate from time to time on the total 
commitment has been eliminated. In lieu of these 
eliminated fees, Lowell and Cape Cod, have infor- 
mally agreed with the banks to either (1) maintain 
compensating balances of 10% of the banks’ total 
commitment and additional compensating balances 
of 10% of the amount of any loans outstanding or (2) 
pay a fee equal to the prime rate plus 3/4 of a 
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percent times the amount by which the average 
bank balances are less than 10% of the banks’ total 
commitment plus 10% of the amount of any loans 
outstanding. The cost of borrowings under the 
Amended Credit Agreements and the Proposed 
Lowell Amendment would not be greater than the 
cost of borrowings under the Credit Agreements. If 
the full amount were borrowed from the banks and 
the required compensating balances were not 
maintained, the effective interest cost would be 
19.5%, based on a prime commercial rate of 15.5%. 


The amended Credit Agreements provide for relaxa- 
tion of the restriction on construction expenditures 
by increasing Lowell's allowed expenditures from 
$3,000,000 to $3,300,000 and Cape Cod’s from 
$1,450,000 to $1,800,000. The dollar amount 
Lowell and Cape Cod are allowed to retain before 
applying the balance of any proceeds from the sale 
of property otherwise than in the normal course of 
business and not subject to the lien of their first 
mortgage bond indentures to reduce the loan com- 
mitments of each lending bank and to make any 
necessary prepayment of outstanding loans has 
been raised in each case from $25,000 to $50,000. 
Finally, the requirements that Lowell and Cape Cod 
provide the lending banks with a monthly aging of 
accounts receivable and that the banks consent to 
any new contracts for the purchase or storage of 
fuel gas have been eliminated in the Amended 
Credit Agreements. 


The amended Cape Cod Credit Agreement further 
provides for a minor relaxation of restrictions upon 
the payment of cash dividends on the common stock 
of Cape Cod. It allows Cape Cod to pay such divi- 
dends to the extent that such cash dividends 
declared or paid since January 1, 1979, do not inthe 
aggregate exceed the net income of the company for 
the period subsequent to said date, less the sum of 
the retained earnings deficit of Cape Cod as of 
December 1, 1978 plus $1,000. 


It is stated that no state commission and no federal 
commission, other than this Commission has juris- 
diction over the proposed transaction. The fees and 
expenses incurred or to be incurred in connection 
with the proposed transaction are estimated at 
$2,000, comprised of legal fees. 


Due notice of the filing of said post-effective amend- 
ment to the declaration has been given in the 
manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 21262), and no hearing has been 
requested of or ordered by the Commission. Upon 
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the basis of the facts inthe record, it is hereby found 
that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that is appropriate in 
the public interest and in the interest of investors 
and consumers that said declaration, as amended 
by said post-effective amendment, be permitted to 
become effective: 


iT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, as amended by said post-effective 
amendment, be, and it hereby is, permitted to 
become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act, except that the time for filing the certifica- 
tion thereunder is extended so as to allow filing as 
requested. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21360/December 27, 1979 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT 
COMPANY 

Madison Avenue at Punch Bowl Road 
Morristown, New Jersey 07960 


METROPOLITAN EDISON COMPANY 
2800 Pottsville Pike 

Muhlenberg Township 

Berks County, Pennsylvania 19603 


PENNSYLVANIA ELECTRIC COMPANY 
1001 Broad Street 
Johnstown, Pennsylvania 15907 


38/SEC DOCKET 


SAXTON NUCLEAR EXPERIMENTAL 
CORPORATION 

2800 Pottsville Pike 

Muhlenberg Township 

Berks County, Pennsylvania 19603 


(70-3816) 


NOTICE OF PROPOSED EXTENSION OF TIME FOR 
CAPITAL CONTRIBUTIONS TO BE MADE BY SUB- 
SIDIARY UTILITY COMPANIES TO A NON-UTILITY 
SUBSIDIARY COMPANY 


NOTICE IS HEREBY GIVEN that Jersey Central 
Power & Light Company, Metropolitan Edison Com- 
pany and Pennsylvania Electric Company (“‘utility 
companies’), all public utility subsidiary companies 
of General Public Utilities Corporation, a registered 
holding company, and the utility companies’ non- 
utility subsidiary company, Saxton Nuclear Experi- 
mental Corporation, have filed with this 
Commission post-effective amendments to their 
joint application-declaration, as previously 
amended, filed in this proceeding designating Sec- 
tions 2(a)(3), 2(a)(19), 6(a), 7,(a), 10, 12(f) and 13 of 
the Public Utility Holding Company Act of 1935 


(‘Act’) and Rules 7(b),24(c)(3)(C) and 100 as appli- 
cable to the proposed transaction. All interested 
persons are referred to the application-declaration, 
as further amended by the post-effective amend- 
ments, which are summarized below, for a com- 
plete statement of the proposed transactions. 


By Orders issued in this proceeding dated May 11, 
1960 (HCAR No. 14427) May 20, 1968 HCAR No. 
15481), and December 31, 1974 (HCAR No. 18738), 
the utility companies were authorized to acquire all 
of the capital stock of Saxton and to make capital 
contributions to Saxton aggregating $10,000,000 
through December 31, 1979. Saxton was organized 
as a nonprofit stock corporation to construct, oper- 
ate, and maintain a small experimental nuclear 
reactor and the capital contributions were to be 
used for such purposes. 


It is stated that Saxton’s experimental and research 
activities have been terminated and its reactor facil- 
ity has been decommissioned. It is further stated 
that pursuant to the regulations of the Nuclear Regu- 
latory Commission, Saxton must continue in exis- 
tence long enough to dismantle its nuclear facility. 
As a result, Saxton’s corporate charter has been 
amended to extend Saxton’s corporate existence in 
perpetuity. 
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Saxton and the utility companies have filed further 
post-effective amendments to the joint application- 
declaration proposing to extend the period wherein 
capital contributions may be made by the utility 
companies to Saxton through December 31, 1984. 
It is proposed that utility companies continue mak- 
ing contributions to Saxton through the extended 
period of its corporate life, such contributions to be 
used by Saxton to wind up its affairs, dispose of its 
properties or maintain them in a safe condition and 
obtain all necessary governmental and other 
releases. It is stated that in the absence of unusual 
circumstances, the cost of surveillance, insurance 
and maintenance for the facility through December 
31, 1984, will be approximately $10,000 per year. 
Approximately $100,000 of the $10,100,000 of 
authorized contributions by the utility companies 
remains available. 


The order of May 11, 1960, also exempted Saxton’s 
operations and the research agreement between 
Saxton and the utility companies from the require- 
ments of Section 13 of the Act and the rules there- 
under. The sixth post-effective amendment 
requests a confirmation that such exemption from 
said section and applicable rules continues in 
effect. 


It is stated that the Board of Public Utility Commis- 
sioners of the State of New Jersey has approved the 
period within which contributions may be made by 
the utility companies and that no other state and no 
federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. It is 
stated that the utility companies will incur no fees or 
expenses in connection with the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than January 17, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
said post-effective amendment which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be 
served personally or by mail upon the applicants- 
declarants at the above-stated addresses, and proof 
of service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. 
At any time after said date, the application- 
declaration, as amended by the post-effective 
amendment or as it may be further amended, may 
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be granted and permitted to become effective as 
provided in Rule 23 of the General Rules and Regu- 
lations promulgated under the Act, or the Commis- 
sion may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and 
orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21361/December 27, 1979 


In the Matter of 


SOUTHWESTERN ELECTRIC POWER 
COMPANY 
Shreveport, Louisiana 


(70-6357) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


Southwestern Electric Power Company 
(“SWEPCO”"), an electric utility subsidiary of Cen- 
tral and South West Corporation, a registered hold- 
ing company, has filed a declaration and 
amendments thereto with this Commission pursu- 
ant to Sections 6(b) and 7 of the Public Utility Hold- 
ing Company Act of 1935 (‘‘Act’) and Rule 50 
promulgated thereunder regarding the proposed 
transaction. 
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SWEPCO proposes to issue and sell, pursuant tothe 
competitive bidding requirements of Rule 50, up to 
$60,000,000 principal amount of its First Mortgage 
Bonds, Series P, % to be dated January 1, 
1980, (“Bonds”), and to mature January 1, 2010. 


The proceeds to be derived by SWEPCO from the 
sale of the Bonds (exclusive of accrued interest and 
after deducting expenses of issue) will be used by 


Production 
Transmission 
Distribution & Other 


TOTAL 


It is stated that SWEPCO will need to sell additional 
securities during the period 1979-81 to finance 
further portions of this program. The amount, types 
and timing of such additional security sales are not 
presently determinable. 


The annual interest rate and the redemption prices 
of the Bonds, and the price to be paid to SWEPCO 
therefore (which will not be less than 99% nor more 
than 102.75%) will be determined through competi- 
tive bidding. The Bonds will be nonrefundable until 
January 1, 1985 in anticipation of or through the 
use of funds borrowed by SWEPCO at a lower inter- 
est cost than that of the Bonds. The Bonds will be 
subject to a 1% sinking fund beginning in 1980. The 
Bonds will be issued under and secured by the Com- 
pany’s Indenture, dated February 1, 1940, under 
which Continental Illinois National Bank and Trust 
Company of Chicago and M.J. Kruger are Trustees, 
as amended by the indentures supplemental 
thereto heretofore executed (‘‘Indenture’’), and to 
be further amended by a proposed supplemental 
indenture to be dated January 1, 1980 (‘’Supple- 
mental Indenture’). The Supplemental Indenture 
will set forth the terms, provisions and characteris- 
tics of the Bonds, will extend various covenants and 
conditions in the Indenture in connection with the 
issuance of the Bonds and will confirm the lien of 
the Indenture on certain ‘‘after-acquired property” 
constructed or otherwise acquired by SWEPCO on 
or subsequent to August 1, 1978 (the date of SWEP- 
CO's last previous supplemental indenture extend- 
ing the lien of the Indenture). 


Bonds in the principal amount of $55,500,000 will 
be authenticated under the Indenture against 
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1979 


$ 83,000,000 
22,000,000 
30,000,000 


$135,000,000 


SWEPCO to repay in full short-term borrowings 
which were incurred for its obligations including 
projects under construction. Approximately 
$60,000,000 of short-term borrowings are 
expected to be outstanding as of December 18, 
1979, the planned date of issuance of the Bonds. 
Estimated construction and fuel exploration and 
development expenditures of SWEPCO (exclusive 
of allowance for funds used during construction) for 
1979 through 1981 are as follows: 


1980 1981 


$106,000,000 
31,000,000 
33,000,000 


$170,000,000 


$120,000,000 
30,000,000 
55,000,000 


$205,000,000 


$92,500,000 of available unused net expenditures 
for SWEPCO’s bondable property and the 
remainder against $4,500,000 of previously retired 
bonds. Unused net expenditures will aggregate 
approximately $220,000,000 at the issuance of the 
Bonds. 


The fees, commissions and expenses to be incurred 
by SWEPCO in connection with the proposed trans- 
action are estimated at $105,00C, including legal 
fees of $21,450 and accounting fees of $6,000. The 
proposed transaction has been authorized by the 
Arkansas Public Service Commission and the Cor- 
poration Commission of Oklahoma. It is stated that 
no other state or federal regulatory authority, other 
than this Commission, has jurisdiction over the pro- 
posed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 21324), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable stand- 
ards of the Act and the rules thereunder are satis- 
fied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and inthe 
interest of investors and consumers that said decla- 
ration, as amended, be permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, per- 
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mitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21362/December 27, 1979 


In the Matter of 


NEW ORLEANS PUBLIC SERVICE INC. 
317 Baronne Street 
New Orleans, Louisiana 70160 


(70-6392) 


NOTICE OF PROPOSED AMENDMENTS TO ARTI- 
CLES OF INCORPORATION; ORDER AUTHORIZING 
SOLICITATION OF STOCKHOLDER’S CONSENT 


NOTICE IS HEREBY GIVEN that New Orleans Public 
Service Inc. (‘““NOPSI"’), asubsidiary of Middle South 
Utilities, Inc. (““Middle South’’), a registered holding 
company, has filed a declaration with this Commis- 
sion pursuant to the Public Utility Holding Company 
Act of 1935 (‘Act’), designating Sections 6(a), 7 
and 12(e) of the Act and Rules 23, 24, and 62 pro- 
mulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to 
the declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


NOPSI proposes to amend the Restated Articles of 
Incorporation under which the company is consti- 
tuted (“the Charter”’) so as to raise the fixed ceiling 
on the amount ts which the capital stock of the 
Company may be increased from $100,000,000 to 
$200,000,000. 
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The provision of the Charter limiting the total 
amount of capital stock of NOPSI to $100,000,000 
has been contained in the Charter and has 
remained essentially unchanged since 1922. Since 
that time NOPSI has grown and the company 
believes, on the basis of current projections of its 
financing needs, that the present $100,000,000 
ceiling would severely limit it’s ability in the future 
to obtain outside capital funds. Currently, NOPSI's 
construction program contemplates expenditures 
of approximately $30,400,000 in 1980 and 
$26,100,000 in 1981. The company is planning 
sales of an aggregate of $25,000,000 of its capital 
stock, consisting of $15,000,000 of Preferred Stock 
and $10,000,000 of Common Stock, to finance a 
portion of its 1980 construction expenditures. In 
view of the fact that as of September 30, 1979 the 
NOPSI's total capitai stock outstanding amounted to 
$79,138,800, the current $100,000,000 ceiling on 
capital stock would effectively prohibit the company 
from completing its planned financing program. In 
order to permit NOPSI to finance an appropriate 
portion of its future construction program through 
sales of capital stock, it is necessary that the fixed 
ceiling limitation be raised. 


Moreover, in addition to the fixed ceiling limitation 
on the total amount of capital stock, the Charter 
contains various earnings and capitalization restric- 
tions for the protection of the company’s stock- 
holders in connection with the issuance of 
additional preferred stocks. In contrast to the latter 
restrictions, the fixed ceiling limitation on the total 
amount of capital stock takes no account of the 
growth of the Company or its financial strength, and 
makes no provision once the ceiling is reached for 
the meeting ot future financing requirements. 


Accordingly, NOPSI proposes to raise the capital 
stock limitation from the present $100,000,000 to 
$200,000,000, a figure believed by the company to 
be sufficiently high, after giving effect to the cur- 
rently planned financing program, to obviate the 
necessity for further increases in the ceiling for the 
forseeable future. The other restrictions on the 
issuance of additional preferred stocks contained in 
the Charter will not be affected by the proposed 
amendment. 


The Company also proposes to amend its Charter so 
as to permit. the Company to establish sinking fund 
requirements for the purchase or redemption of 
shares of any new series of its Preferred Stock. 
NOPSI plans to raise a major portion of funds during 
the next few years to finance its continuing con- 
struction program through the issuance and sale of 
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additional securities, including additional shares of 
its Preferred Stock. While the exact nature and 
amount of each such security issue will depend 
upon NOPSI's earnings and capital requirements 
and the market conditions existing at the time, 
NOPSI is presently planning to issue and sell 
through an underwritten public offering 150,000 
shares of new series of its Preferred Stock in the 
first quarter of 1980, and is also planning to issue 
and sell to Middle South during 1980 an additional 
1,000,000 shares of Common Stock. These pro- 
posed sales will be the subject of a separate filing 
with this Commission under the Act. The proceeds 
from these securities sales, expected to approxi- 
mate $15,000,000 and $10,000,000, respectively, 
will be applied by NOPSI to its construction program 
and to other corporate purposes. 


With respect to the planned issuance and sale of the 
new series of Preferred Stock, NOPSI has noted that 
other electric utilities have under present market 
conditions been able to sell shares of preferred 
stock at favorable dividend rates (if at all) only with 
the benefit of sinking funds. The Charter presently 
does not permit NOPSI to issue any series of Pre- 
ferred Stock containing a sinking fund. 


Under the provisions of the Charter as currently in 
effect, authorized but unissued shares of the Pre- 
ferred Stock may be issued by NOPSI from time to 
time in one or more series. Except in certain 
respects as to which there may be variations among 
series, the shares of each series have the same rank 
and are identical with each other. The respects in 
which there may be variations among separate ser- 
ies consists of (1) the number of shares constituting 
each series and the distinctive designation thereof, 
(2) the dividend rate, dividend payment dates and 
the date from which dividends shall be cumulative 
and (3) the amount or amounts payable upon 
redemption. When a new series of the Preferred 
Stock is issued, those characteristics thereof as to 
which there may be variations among series are 
stated and expressed in an appropriate amendment 
of the Charter creating such series. 


In order to allow NOPSI to issue shares of any future 
series of its Preferred Stock with the benefit of a 
sinking fund and thus to enable it to sell securities 
when it might not otherwise be able to do so on 
acceptable terms, NOPSI proposes to effect certain 
amendments of its Charter so as to afford the com- 
pany, in dividing authorized but unissued shares of 
the Preferred Stock into series and establishing the 
characteristics as to which there may be variations 
among series, the right to include in the amend- 
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ment creating any future series of its Preferred 
Stock the terms and amount of sinking fund require- 
ments for the purchase or redemption of shares of 
any such series. These amendments will also pro- 
vide in effect that if at any time dividends payable 
upon the Preferred Stock are in default, NOPSI may 
not make any payment, or set aside any funds for 
payment, into any sinking fund for the purchase or 
redemption of any shares of the Preferred Stock 
unless approval is obtained under the Act. Under 
present laws, no additional shares of the Preferred 
Stock can be issued without prior approval of the 
Council of the City of New Orleans and the Commis- 
sion, including, among other things, approval by the 
Commission of the terms and amount of sinking 
fund requirements for the purchase or redemption 
thereof. 


With respect to the planned issuance and sale of the 
new series of Preferred Stock, NOPSI has noted that 
the Charter presently does not permit NOPSI to 
issue any series of Preferred Stock containing a 
sinking fund. In furtherance of these proposals 
NOPSI proposes to solicit proxies from the holders 
of its outstanding stock in connection with its spe- 
cial meeting of shareholders at which the share- 
holders will take action upon the proposed 
amendments to the Charter. In connection with the 
solicitation of shareholder consent, NOPSI has filed 
the relevant proxy materials with the Commission 
and requests accelerated Commission action the- 
reon pursuant to Rule 62. 


A statement of the fees, commissions, and 
expenses to be incurred in connection with the pro- 
posed transaction will be filed by amendment. It is 
stated that no state commission and no federal 
commission, other than this Commission, has juris- 
diction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than January 24, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the declarants at the above-stated address, 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with 
the request. At any time after said date, the declara- 
tion, as filed or as it may be further amended, may 
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be permitted to become effective as provided in Rule 
23 of the General Rules and Regulations promul- 
gated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


It appearing to the Commission that the declaration, 
insofar as it proposes the solicitation of the con- 
sents of NOPSI stockholders, should be permitted to 
become effective forthwith pursuant to Rule 62: 


IT IS ORDERED that the declaration regarding the 
proposed solicitation of the consents of NOPSI 
stockholders be, and it hereby is, permitted to 
become effective forthwith pursuant to Rule 6° and 
subject to the terms and conditions prescribed in 
Rule 24 under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 
1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10990/December 20, 1979 


In the Matter of 


EATON & HOWARD CASH MANAGEMENT 
FUND 

24 Federal Street 

Boston, Massachusetts 02110 


(812-4550) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM THE PROVISIONS 
OF SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 THEREUNDER. 


Eaton & Howard Cash Management Fund (‘‘Appli- 
cant’’), registered under the Investment Company 
Act of 1940 (‘‘Act’’) as an open-end, diversified, 
management investment company, filed an applica- 
tion on October 10, 1979, and an amendment 
thereto on November 16, 1979, for an order of the 
Commission, pursuant to Section 6(c) of the Act, 
exempting Applicant from the provisions of Section 
2(a)(41) -of the Act and Rules 2a-4 and 22c-1 there- 
under to the extent necessary to permit Applicant 
to calculate its net asset value per share using the 
amortized cost method of valuing portfolio 
securities. 


On November 21, 1979, a notice (Investment Com- 
pany Act Release No. 10949) was issued of the 
filing of said application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing 
should be ordered. No request for a hearing has 
been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the granting of the exemptions requested is approp- 
riate in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 
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IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provi- 
sions of Section 2(a)(41) of the Act and Rules 2a-4 
and 22c-1 thereunder, to the extent requested, be, 
and hereby is, granted, effective forthwith, subject 
to the following conditions: 


1. In supervising Applicant's operations and dele- 
gating special responsibilities involving portfolio 
management to Applicant’s investment adviser, 
Applicant's Trustees undertake—as a particular 
responsibility within the overall duty of care owed to 
its shareholders—to establish procedures reasona- 
bly designed, taking into account current market 
conditions and Applicant's investment objectives, to 
stabilize Applicant’s net asset value per share, as 
computed for the purpose of distribution, redemp- 
tion, and repurchase, at $1.00 per share. 


2. Included with the procedures to be adopted by 
the Trustees shall be the following: 


(a) Review by the Trustees as they deem 
appropriate and at such intervals as are 
reasonable in light of current market condi- 
tions to determine the extent of deviation, if 
any, of the net asset value per share as 
determined by using available market quo- 
tations from the $1.00 amortized cost price 
per share, and maintenance of records of 
such review. 


(b) In the event such deviation from the 
$1.00 amortized cost price per share 
exceeds one half of one percent, a require- 
ment that the Trustees will promptly con- 
sider what action, if any, should be initiated. 


(c) Where the Trustees believe the extent 
of any deviation from Applicant's $1.00 
amortized cost price per share may resultin 
material dilution or other unfair results to 
investors or existing shareholders, they 
shall take such action as they deem approp- 
riate to eliminate or to reduce to the extent 
reasonably practicable such dilution or 
unfair results, which action may include: 
redemption of shares in kind; selling portfo- 
lio instruments prior to maturity to realize 
Capital gains or losses, or to shorten Appli- 
cant’s average portfolio maturity; withhold- 
ing dividends; or utilizing a net asset value 
per share as determined by using available 
market quotations. 
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3. Applicant will maintain a dollar-weighted aver- 
age portfolio maturity appropriate to its objective of 
maintaining a stable net asset value per share; pro- 
vided, however, that Applicant will not (a) purchase 
any instrument with a remaining maturity of greater 
than one year, or (b) maintain a dollar-weighted 
average portfolio maturity in excess of 120 days. In 
fulfilling this condition, Applicant undertakes that if 
the disposition of a portfolio instrument results in a 
dollar-weighted average portfolio maturity in 
excess of 120 days, Applicant will invest its assets 
in such a manner as to reduce its dollar-weighted 
average portfolio maturity to 120 days or less as 
soon as reasonably practicable. 


4. Applicant will record, maintain, and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 
thereto) described in paragraph 1 above, and Appli- 
cant will record, maintain, and preserve for a period 
of not less than six years (the first two years in an 
easily accessible place) a written record of the Trus- 
tees’ considerations and actions taken in connec- 
tion with the discharge of their responsibilities, as 
set forth above, to be included in the minutes of the 
Trustees’ meetings. The documents preserved pur- 
suant to this condition shall be subject to inspection 
by the Commission in accordance with Section 
31(b) of the Act as though such documents were 
records required to be maintained pursuant to rules 
adopted under Section 31(a) of the Act. 


5. Applicant will limit its portfolio investment, 
including repurchase agreements, to those U.S. 
dollar denominated instruments which the Trus- 
tees determine present minimal credit risks, and 
which are of high quality as determined by any 
major rating service or, in the case of any instrument 
that is not rated, of comparable quality as deter- 
mined by the Trustees. 


6. Applicant will include in each quarterly report, 
as an attachment to Form N-10Q, a statement as to 
whether any action pursuant to paragraph 2(c) 
above was taken during the preceding fiscal quar- 
ter, and, if any action was taken, will describe the 
nature and circumstances of such action. 


For the Commission, by the Division of Investment 


Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10991/December 21, 1979 


In the Matter of 


INTERCAPITAL LIQUID ASSET FUND INC. 
One Battery Park Plaza 
New York, New York 10004 


(812-4555) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM THE PROVISIONS 
OF RULES 2a-4 AND 22c-1 UNDER THE ACT 


On November 23, 1979, a notice was issued (Invest- 
ment Company Act Release No. 10951) of an appli- 
cation filed on October 22, 1979, and amended on 
November 27, 1979, by InterCapital Liquid Asset 
Fund Inc. (“Applicant’’), a registered, open-end, 
diversified, management investment company, for 
an order pursuant to Section 6(c) of the Investment 
Company Act of 1940 (‘‘Act’’), exempting Applicant 
from the provisions of Rules 2a-4 and 22c-1 under 
the Act to the extent necessary to permit Applicant 
to calculate its net asset value per share using the 
amortized cost method of valuing portfolio 
securities. 


The notice gave interested persons an opportunity 
to request a hearing and stated that an order dispos- 
ing of the application would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed, and the Commission has not 
ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemption is approp- 
riate in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the 
provisions of Rules 2a-4 and 22c-1 under the Act, to 
the extent requested, be, and hereby is, granted, 
effective forthwith, subject to the following condi- 
tions to which Applicant has consented: 
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1. In supervising Applicant's operations and dele- 
gating special responsibilities involving portfolio 
management to its investment adviser, Applicant's 
board of directors undertakes—as a particular 
responsibility within the overall duty of care owed to 
its shareholders—to establish procedures reasona- 
bly designed, taking into account current market 
conditions and its investment objectives, to stabilize 
Applicant's net asset value per share, as computed 
for the purpose of distribution, redemption, and rep- 
urchase, at $1.00 per share. 


2. Included among the procedures to be adopted 
by the Board of Directors shall be the following: 


(a) Review by the board of directors as it 
deems appropriate and at such intervals as 
are reasonable in light of current market 
conditions, to determine the extent of devia- 
tion, if any, of the net asset value per share 
as determined by using available market 
quotations from the $1.00 amortized cost 
price per share, and maintenance of records 
of such review. 


(b) In the event such deviation from the 
$1.00 amortized cost price per share 
exceeds 2 of 1%, a requirement that the 
board of directors will promptly consider 
what action, if any, should be initiated. 


(c) Where the Board of Directors believes 
the extent of any deviation from Applicant's 
$1.00 amortized cost price per share may 
result in material dilution or other unfair 
results to investors or existing share- 
holders, it shall take such action as it deems 
appropriate to eliminate or to reduce to the 
extent reasonably practicable such dilution 
or unfair results, which action may include: 
selling portfolio instruments prior to 
maturity to realize capital gains or losses, or 
to shorten Applicant’s average portfolio 
maturity; withholding dividends; or utilizing 
a net asset value per share as determined by 
using available market quotations. 


3. Applicant will maintain a dollar-weighted aver- 
age portfolio maturity appropriate to its objective of 
maintaining a stable net asset value per share; pro- 
vided, however, that Applicant will not (a) purchase 
any instrument with a remaining maturity of greater 
than one year, or (b) maintain a dollar-weighted 
average portfolio maturity in excess of 120 days. 
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4. Applicant will record, maintain, and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 
thereto) described in condition 1 above, and Appli- 
cant will record, maintain, and preserve for a period 
of not less than six years (the first two years in an 


easily accessible place) a written record of the 


board of director's considerations and actions 
taken in connection with the discharge of their 
responsibilities, as set forth above, to be included in 
the minutes of the board of directors’ meetings. The 
documents preserved pursuant to this condition 
shall be subject to inspection by the Commission in 
accordance with Section 31(b) of the Act as though 
such documents were records required to be main- 
tained pursuant to rules adopted under Section 
31(a) of the Act. 


5. Applicant will limit its portfolio investments, 
including repurchase agreements, to those United 


States dollar denominated instruments which the. 


board of directors determines present minimal 
credit risks, and which are of high quality as deter- 
mined by any major rating service or, in the case of 
any instrument that is not rated, of comparable 
quality as determined by the board of directors. 


6. Applicant will include in each quarterly re port, 
as an attachment to Form N-1Q, a statement as to 
whether any action pursuant to condition 2(c) 
was taken during the preceding fiscal quarter, and, 
if any action was taken, will describe the nature and 
circumstances of such action. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10992/December 21, 1979 


In the Matter of 


OPPENHEIMER SPECIAL FUND, INC. 
1 New York Plaza 
New York, New York 10004 


(812-4553) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR AN ORDER 
EXEMPTING PROPOSED EXCHANGE OF SHARES 
FROM SECTIONS 22(c) AND 22(d) OF THE ACT AND 
RULE 22c-1 THEREUNDER, AND PURSUANT TO 
SECTION 17(b) OF THE ACT EXEMPTING THE PRO- 
POSED EXCHANGE OF SHARES FROM SECTION 
17(a) OF THE ACT 


NOTICE IS HEREBY GIVEN that Oppenheimer Spe- 
cial Fund, Inc. (“Fund”), a Maryland corporation 
registered under the Investment Company Act of 
1940 (‘‘Act’’) as an open-end, diversified manage- 
ment investment company, filed an application on 
October 16, 1979, and an amendment thereto on 
December 17, 1979, pursuant to Section 6(c) of the 
Act for an order of the Commission exempting the 
Fund from Section 22(c) of the Act and Rule 22c-1 
thereunder to permit the issuance of Fund shares in 
exchange for substantially all the assets of Moneco, 
Inc. (““Moneco”), a Nevada corporation operating as 
an investment company without registration under 
the Act pursuant to Section 3(c)(1) of the Act, at a 
price based on the current net asset value of fund 
shares as of the close of trading on the New York 
Stock Exchange on the day preceding the exchange, 
and exempting the Fund from the provisions of Sec- 
tion 22(d) of the Act to permit the proposed 
exchange of Fund shares without a sales charge, 
and pursuant to Section 17(b) of the Act exempting 
the proposed exchange of Fund shares from the 
provisions of Section 17(a) of the Act. All interested 
persons are referred to the application on file with 
the Commission for a statement of the representa- 
tions contained therein, which are summarized 
below. 


The application states that the Fund and Moneco 
will enter into an Agreement and Plan of Reorgani- 
zation (““Agreement’’) whereby substantially all the 
assets of Moneco will be transferred to the Fund in 
exchange for shares of its voting capital stock. The 


Volume 19, No. 1, January 8, 1980 





Fund states that it had net assets of approximately 
$40 million as of September 30, 1979, and that 
Moneco had total net assets of $3,393,031 as of 
August 31, 1979. According to the application, the 
number of fund shares to be issued to Moneco will 
be determined by dividing the aggregate market 
value of the Moneco assets to be transferred to the 
Fund by the net asset value per share of the Fund, 
both of which shall be determined as of the valua- 
tion date as defined in the Agreement. The applica- 
tion states that no adjustment will be made for any 
realized or unrealized capital gain of either the fund 
or Moneco because each party believes that the 
benefits and detriments that may arise from the 
variance of the net unrealized capital gains of each 
party are too indefinite to warrant any adjustment in 
the exchange formula. The Fund represents that 
neither company is expected to have a material 
amount of net realized capital gains or losses on the 
valuation date. The application indicates that each 
company will bear its own expenses incurred by 
reason of the transaction. According to the applica- 
tion, a cash reserve will be retained by Monecoinan 
amount sufficient in the judgment of its board of 
directors to pay its liabilities and expenses of liqui- 
dation and dissolution. The Fund represents that 
the cash reserve will not exceed 10% of Moneco’s 
net assets or 30% of its gross assets and any part of 
the cash reserve not used for the payment of such 
liabilities and expenses will be distributed to 
Moneco shareholders. 


None of the directors or officers of Moneco are 
affiliated with the Fund or Oppenheimer Manage- 
ment Corporation (“"OMC’”), the Fund’s investment 
adviser, except Mr. A.P. Kibbe, the chief executive 
officer and a director of Moneco. Mr. Kibbe is a 
director of the Fund and seven other registered 
investment companies advised by OMC. Mr. Kibbe 
and his wife each own 18.28% of the stock of 
Moneco. 


Rule 22c-1, adopted pursuant to Section 22(c) of the 
Act, provides in pertinent part, that redeemable 
securities of registered investment companies must 
be sold, redeemed, or repurchased at a price based 
on the current net asset value (computed on each 
day during which the New York Stock Exchange is 
open for trading not less frequently than once daily 
as of the time of the close of trading on such 
Exchange) which is next computed after receipt of a 
tender of such security for redemption or of an order 
to purchase or sell such security. 


The application states that under the Agreement, 
shares of the Fund and the assets of Moneco will be 
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valued as of the time of the close of trading on the 
New York Stock Exchange on January 15, 1980, or 
such earlier or later date as may be agreed to by the 
parties (‘‘the Valuation Time’), and the issuance of 
Fund shares in exchange for Moneco assets will 
occur on the next full business day following the 
Valuation Time, and may not be in compliance with 
Rule 22c-1. The Fund states that it will be impracti- 
cable to comply with Section 22(c) and Rule 22c-1, 
because the number of Fund shares to be issued is 
determined by dividing the net asset value per share 
of the Fund into the total net assets of Moneco 
available for acquisition and that such a computa- 
tion can be made only after the close of business 
when both portfolios can be fully valued. The Fund 
believes that valuation of fund assets at the Valua- 
tion Time on the last business day immediately pre- 
ceeding the date of exchange will be fair to its 
shareholders and will not present any of the poten- 
tial for abuse that Rule 22c-1 was designed to 
prohibit. 


Section 22(d) of the Act provides, in pertinent part, 
that a registered open-end investment company 
may sell its shares only at a current public offering 
price described in the prospectus. The application 
states that since shares of the Fund to be issued to 
Moneco will not be subject to the sales charge des- 
cribed in the Fund’s prospectus, an order of exemp- 
tion from Section 22(d) of the Act is necessary if the 
proposed transaction is to comply with the Act. 


It is further represented that the granting of the 
requested exemption from Section 22(c) and 22(d) 
of the Act and Rule 22c-1 thereunder is appropriate 
in the public interest and consistent with the protec- 
tion of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


Section 6(c) of the Act provides, in part, that the 
Commission, by order upon application, may condi- 
tionally or unconditionally exempt any person or 
transaction from any provision under the Act or any 
rule or regulation thereunder, if and to the extent 
that such exemption is necessary or appropriate in 
the public interest and consistent with the protec- 
tion of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


Section 2(a)(3) provides, in pertinent part, that an 
affiliated person of another person means any per- 
son directly or indirectly owning 5 percentum or 
more of the outstanding voting securities of such 
other person, any person 5 percentum or more of 
whose outstanding voting securities are directly or 
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indirectly owned by such other person and any 
officer or director of such other person. The applica- 
tion states that Mr. Kibbe, as a director of the Fund, 
is an affiliated person of the Fund. The application 
also states that Moneco is an affiliated person of Mr. 
Kibbe because he may control Moneco within the 
meaning of the Act, and thus Moneco might be 
deemed to be an affiliate of an affiliate of the Fund. 


Section 17(a) of the Act provides, in pertinent part, 
that it shall be unlawful for an affiliated person of a 
registered investment company, or any affiliated 
person of such person, knowingly to sell to or pur- 
chase from such registered investment company 
any security or other property. Because Moneco 
may be deemed an affiliated person of an affiliated 
person of the Fund, any disposition of portfolio 
securities by Moneco to the Fund or any acquisition 
by the fund of portfolio securities of Moneco pursu- 
ant to the Agreement might be prohibited by Section 
17(a) of the Act. Section 17(b) of the Act provides, in 
pertinent part, that the Commission, upon applica- 
tion, shall exempt a proposed transaction from the 
provisions of Section 17(a) of the Act if evidence 
establishes that the terms of the proposed transac- 
tion, including the consideration to be paid or 
received, are fair and reasonable and do not involve 
overreaching on the part of any person concerned, 
and that the proposed transaction is consistent with 
the policy of the registered investment company 
concerned and with the general purposes of the Act. 
The Fund has requested an order pursuant to Sec- 
tion 17(b) of the Act exempting the proposed trans- 
action from the provisions of Section 17(a) of the 
Act. 


The Fund submits that the proposed transaction 
represents an opportunity for the Fund to acquire a 
substantial portion of portfolio securities without 
the necessity of paying brokerage commission. The 
application also states that the assets to be acquired 
by the Fund are substantially similar to assets it 
already holds, thus reducing the need to sell any of 
the securities to be acquired from Moneco other 
than as the result of subsequent investment deci- 
sions. Based upon the portfolio of Moneco on 
November 30, 1979, if the transaction had occurred 
on that date, it is asserted that an investment deci- 
sion to retain the security position would have been 
made by the fund with respect to more than 90% of 
the value of the securities acquired from Moneco. 
The Fund represents that it will benefit from a 
reduction in its projected per share expenses due to 
a reduced expense ratio that can be expected from a 
larger fund. 


The Fund further submits that the terms of the pro- 
posed transaction, including the consideration to be 
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paid or received, are reasonable and fair to the Fund 
and do not involve overreaching on the part of any 
person concerned. In this regard, it is asserted that 
Mr. Kibbe did not participate in any of the negotia- 
tions between Moneco and the Fund concerning the 
Agreement between the Fund and Moneco nor did 
he participate in the consideration of approval of the 
Agreement by the Fund's Board of Directors. The 
application states that Mr. Kibbe has advised the 
Fund that he has no interests or relationships with 
the fund, its affiliates or with Moneco that are not 
disclosed in the application and that he will derive 
no benefit from the transaction that is not also 
received by the other shareholders of Moneco. The 
application states that no broker or finder has been 
employed by either party with respect to the Agree- 
ment or the transactions contemplated therein, and 
no finder’s fee will be paid to anyone with respect to 
the proposed transaction. The application also 
states that the proposed transaction is consistent 
with the general purposes of the Act. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than January 14, 1980 at 
5:30p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied by 
a statement as to the nature of his interest, the 
reasons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he 
mayrequest that he be notified if the Commission 
shall order a hearing thereon. Any such communi- 
cation should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D.C. 
20549. A copy of such request shall be served per- 
sonally or by mail upon Applicant at the address 
stated above. Proof of such service (by affidavit or, in 
the case of an attorney-at-law, by certificate) shall 
be filed contemporaneously with the request. As 
provided by Rule O-5 of the Rules and Regulations 
promulgated under the act, an order disposing of 
the application herein will be issued as of course 
following said date unless the Commission thereaf- 
ter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10993/December 21, 1979 


In the Matter of 


THE OSBORNE ESTATES COMPANY 
4614 Prospect Avenue 
Cleveland, Ohio 44103 


(812-4560) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT EXEMPT- 
ING APPLICANT FROM ALL PROVISIONS OF THE 
ACT. 


NOTICE IS HEREBY GIVEN that The Osborne Es- 
tates Company (‘‘Applicant’’), an Ohio corporation. 
filed an application on November 1, 1979, and an 
amendment thereto on November 29, 1979, for an 
order, pursuant to Section 6(c) of the Investment 
Company Act of 1940 ("Act’’), exempting Applicant 
from all provisions of the Act. All interested persons 
are referred to the application on file with the Com- 
mission for a statement of the representations con- 
tained therein, which are sumarized below. 


According to the application, Applicant was orga- 
nized in 1921 pursuant to a direction in the will of 
Francis M. Osborne, who died in 1911, that assets 
in his estate not distributed within 10 years of his 
death be contributed to a corporation for manage- 
ment purposes. The application further states that 
from Applicant's inception in 1921 until 1957 it was 
engaged primarily in the management of real estate 
assets that it owned. The initial shareholders of 
Applicant were the nine children of Francis 
Osborne. 


As stated in the application, in 1956 and 1957 
Applicant's principal real estate assets were sold 
and the proceeds were reinvested in securities, 
with the result that Applicant became primarily 
engaged in the management of a portfolio of mar- 
ketable securities. Applicant states that it has only 
one class of securities outstanding, common stock 
without par value, and that there are presently 
10,000 shares of such stock issued and outstand- 
ing. Applicant also states that as of June 30, 1979, 
the value of its total assets, determined in accor- 
dance with the provisions of Section 2(a)(41) of the 
Act, was approximately $35,000,000. Applicant 
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represents that 88% of the value of these assets 
consists of shares of common stock of Panhandle 
Eastern Pipeline Company (‘Panhandle’); that 9% 
of the value of these assets consists of other mar- 
ketable stocks and bonds; and that the remainder of 
Applicant's assets consists of one real estate asset 
and cash. 


In pertinent part, Section 3(a)(3) of the Act defines 
an “investment company” as any issuer which is 
engaged or proposes to engage in the business of 
investing, reinvesting, owning, holding, or trading 
in securities, and owns or proposes to acquire 
investment securities having a value exceeding 
40% of its total assets. Applicant states that 
because more than 40% of its non-cash items have, 
since 1957, consisted of investment securities, it 
may technically have been an investment company 
since 1957. However, Applicant believes it is not 
the type of organization intended by Congress to be 
subject to regulation under the Act, for the following 
reasons: (1) the families of the children of Francis 
Osborne continue to own 89.9% of the outstanding 
shares of Applicant; (2) the remaining 10.1% of the 
outstanding shares of Applicant is held by F.E. Gib- 
son & Co. (‘Gibson’) as nominee of AmeriTrust 
Company (‘‘AmeriTrust’’) (formerly The Cleveland 
Trust Company), a wholly owned subsidiary of Ame- 
ritrust Corporation, which in turn is a publicly 
owned bank holding company; (3) the shares held by 
Gibson were acquired as the result of the foreclo- 
sure of certain ‘‘Depression-era”’ loans which were 
made to certain Osborne family members and are 
held for AmeriTrust’s own account; (4) with the 
exception of shares held by AmeriTrust, all of the 
outstanding shares of Applicant are, and since 
Applicant's inception have been, held solely by des- 
cendants of Francis Osborne and their spouses; and 
(5) Applicant is internally managed by its directors 
and officers, each of whom is a descendant of Fran- 
cis Osborne. 


Section 3(c)(1) of the Act, excludes from the defini- 
tion of an “investment company” any issuer whose 
outstanding securities are beneficially owned by 
not more than 100 persons and which is not making 
and does not propose to make a public offering. That 
Section further states that where any company 
owns 10% or more of the outstanding voting securi- 
ties of the issuer, the holders of such company’s 
outstanding securities shall be deemed to be the 
beneficial owners of the issuer's securities. In this 
regard, Applicant states that it has never offered 
any of its securities to members of the public; that it 
has no intention of making any such offer in the 
future; and that no public market has ever existed 
for Applicant's stock. Applicant further states that 
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only two companies, Gibson and Gray Horse Inc. 
(“Gray Horse”), own more than 10% of Applicant's 
stock. As noted above, the shares held by Gibson 
were acquired through a foreclosure. According to 
the application, Gray Horse, an Ohio Corporation 
organized in 1976, owns 12.5% of Applicant's stock 
and has only 18 shareholders, consisting of James 
Osborne (a shareholder of Applicant), his spouse, 
their descendants, and spouses of such descend- 
ants. Based upon information contained in the 
application, Applicant presently has 82 share- 
holders, excluding the ownership attributable to 
Gibson and Gray Horse. 


Applicant includes as a part of its application a pro- 
posed Agreement and Plan of Reorganization 
(“Agreement”) between itself and Panhandle, 
whereby Panhandle would acquire all of Applicant's 
securities and cash in exchange for Panhandle 
stock. Applicant states that it currently holds 
618,113 shares (3.4%) of Panhandle common 
stock, which was acquired in 1976 in connection 
with the acquisition by Panhandle of the Youghi- 
ogheny and Ohio Coal Company, in which Applicant 
had been the largest shareholder (Applicant owned 
28%). Applicant also states that William M. 
Osborne, Jr., Vice President, director and share- 
holder of Applicant, is also a director and share- 
holder of Panhandle, but owns, directly and 
indirectly, less than 1% of the outstanding shares of 
Panhandle. Applicant further states that under the 
terms of the agreement, it will take steps to dissolve 
under Ohio law, as soon as practicable after com- 
pletion of the proposed transaction with Panhandle. 


Section 6(c) of the Act provides, in part, that the 
Commission, by order upon application, may condi- 
tionally or unconditionally exempt any person, 
security or transaction, or any class or classes of 
persons, securities or transactions, from any provi- 
sion or provisions of the Act or of any rule or regula- 
tion thereunder, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of inves- 
tors and the purposes fairly intended by the policy 
and provisions of the Act. 


Applicant states that it believes the requested order 
should be granted for the following reasons: (1) 
Applicant is not and never has been the type of 
organization that Congress intended be subject to 
regulation under the Act; (2) since its inception, 
Applicant has been essentially a family corporation 
organized for the purpose of managing family 
investments; (3) submission of Applicant to regula- 
tion under the Act would not provide significant 
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benefits to the shareholders of Applicant, which is 
the group that the Act primarily is designed to pro- 
tect and the additional costs of operating subject to 
the provisions of the Act would, it is believed, be 
deemed a detriment by those shareholders; and (4) 
if the Agreement is entered into and carried out, 
Applicant will be liquidated and dissolved within a 
relatively short period of time. 


Applicant states that any order granted by the Com- 
mission in response to this application may be sub- 
ject to the following conditions: 


(1) That such order shall not be effective for 
a period of more than one year from the date 
thereof unless the Commission, upon 
further application, shall grant a further 
order extending such period; 


(2) That no registered broker-dealer initiates 
any regular trading market in any securities 
issued by Applicant; 


(3) That the information statement delivered 
to shareholders of Applicant concerning the 
Agreement contain a paragraph substan- 
tially as follows: 


Since about 1957, more than 40% of the 
non-cash assets of [Applicant] have con- 
sisted of investment securities. For that rea- 
son,[Applicant] may have been an 
“investment company” as defined in the 
Investment Company Act of 1940 (the 
“1940 Act”) from 1957 until the present 
time, although it has never registered under 
the 1940 Act. [Applicant] believes, how- 
ever, that since it is a closely held family 
corporation which has never offered its 
securities to the public, it is not the type of 
organization which the 1940 Act was 
intended to regulate. Accordingly, [Appli- 
cant] has applied the the Securities and 
Exchange Commission for an order under 
Section 6(c) of the 1940 Act exempting 
[Applicant] from all of the provisions of the 
1940 Act. Such an order would have no 
retroactive application. Receipt of such an 
order is a condition upon the obligations of 
both [Applicant] and Panhandle to complete 
the transactions contemplated by the 
Agreement and, 


(4) That no transfer of shares of Applicant 
will be made except to other family 
members, or to Applicant in connection 
with its liquidation. 
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NOTICE IS FURTHER GIVEN that any interested 
peson may, not later than January 14, 1980, at 5:30 
p.m., submit to the Commission in wirting a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hear- 
ing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule O-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10994/December 21, 1979 


In the Matter of 


TRUST FOR CASH RESERVES 
421 Seventh Avenue 
Pittsburgh, Pennsylvania 15219 


(812-4544) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT EXEMPT- 
ING APPLICANT FROM THE PROVISIONS OF SEC- 
TION 2(a41) OF THE ACT AND RULES 2a-4 AND 
22c-1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that Trust for Cash 
Reserves (‘‘Applicant’), registered under the 
Investment Company Act of 1940 (‘‘Act’’) as an 
open-end, diversified, management investment 
company, filed an application on October 1, 1979, 
requesting an order of the Commission, pursuant to 
Section 6(c) of the Act, exempting Applicant from 
the provisions of Section 2(a) (41) of the Act and 
Rules 2a-4 and 22c-1 thereunder, to the extent 
necessary to permit Appplicant’s assets to be 
valued at amortized cost. All interested persons are 
referred to the application on file with the Commis- 
sion for a statement of the representations con- 
tained therein which are summarized below. 


Applicant states that it is a ““money market” fund 
organized as a Massachusetts Business Trust and 
that Cash Management Research Corporation, a 
wholly-owned subsidiary of Federated Investors, 
Inc., serves as its investment adviser. Applicant 
furhter states that it is designed as an investment 
vehicle for investors with temporary cash balances 
or cash reserves seeking current income consistent 
with stability of principal and that its portfolio may 
be invested in a variety of money market instru- 
ments. According to the application, Applicant does 
not invest in instruments issued by banks or savings 
and loan associations unless at the time of invest- 
ment they have capital, surplus and undivided prof- 
its in excess of $100,000,000 at the date of their 
most recently published financial statements. The 
application states that investments in commercial 
paper are limited to commercial paper rated A-1 by 
Standard & Poor's Corporation, Prime 1 by Moody's 
Investors Service or F-1 by Fitch Investors Service. 
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As here pertinent, Section 2(a)(41) of the Act 
defines value to mean: (1) with respect to securities 
for which market quotations are readily available, 
the market value of such securities, and(2) with 
respect to other securities and assets, fair value as 
determined in good faith by the board of directors. 
Rule 22c-1 adopted under the Act provides, in part, 
that no registered investment company or principal 
underwriter therefor issuing any redeemable 
security shall sell, redeem or repurchase any such 
security except at a price based on the current net 
asset value of such security which is next computed 
after receipt of a tender of such security for redemp- 
tion or of an order to purchase or to sell such secur- 
ity. Rule 2a-4 adopted under the Act provides, as 
here relevant, that the “current net asset value” of a 
redeemable security issued by a registered invest- 
ment company used in computing its price for the 
purposes of distribution and redemption shall be an 
amount which reflects calculations made substan- 
tially in accordance with the provisions of that rule, 
with estimates used where necessary or approp- 
riate. Rule 2a-4 further states that portfolio securi- 
ties with respect to which market quotations are 
readily available shall be valued at current market 
value, and that other securities and assets shall be 
valued at fair value as determined in good faith by 
the board of directors of the registered company. 
Prior to the filing of the application, the Commission 
expressed its view that, among other things: (1) 
Rule 2a-4 under the Act requires that portfolio 
instruments of ““money market’ funds be valued 
with reference to market factors, and (2) it would be 
inconsistent, generally, with the provisions of Rule 
2a-4 for a ‘‘money market” fund to value its portfolio 
instruments on an amortized cost basis (Investment 
Company Act Release No. 9786, May 31, 1977). 


Applicant states that experience indicates that two 
features are necessary in a ‘‘money market” fund: 
(1) certainty of stability of princiap! and (2) steady 
flow of predictable and competitive investment 
income. Applicant asserts that by maintaining a 
portfolio of high quality, short-term money market 
instruments valued at amortized cost it can provide 
these features to investors. Applicant represents 
that its Trustees (“Management”) has properly 
determined in good faith under the provisions of the 
Act to value the portfolio of Applicant by use of the 
amortized cost method and that this method is inthe 
best interest of its shareholders. According to the 
application, experience has shown that, given the 
unique nature of Applicant's policies and opera- 
tions, there should be a negligible discrepancy 
between prices obtained by the amortized cost 
method and those obtained by a market valuation 
method. Applicant further represents that: (1) its 
Management has determined in good faith, in light 
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of the characteristics of Applicant, that the amor- 
tized cost method of valuation of portfolio instru- 
ments is appropriate and preferable to the use of a 
market based valuation method, (2) its Manage- 
ment has further determined to continuously moni- 
tor valuation indicated by methods other than 
amortized cost so that any necessary changes inthe 
valuation method may be made to assure that the 
valuation method being used is a fair approximation 
of fair value in view of all pertinent factors. Accord- 
ingly, Applicant requests exemptions from Section 
2(a)(41) of the Act, and Rules 2a-4 and 22c-1 the- 
reunder, to the extent necessary to permit its assets 
to be valued as set forth in the application, and as 
described above, whether or not market quotations 
are available. 


Section 6(c) of the Act provides, in part, that upon 
application the Commission may conditionally or 
unconditionally exempt any person, security, or 
transaction, or any class or classes of persons, 
securities, or transactions, from any provision or 
provisions of the Act or of the rules thereunder, if 
and to the extent that such exemption is necessary 
or appropriate in the public interest.and consistent 
with protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Applicant submits that the exemptions it requests 
satisfy these standards in view of its management 
policies and the conditions hereinafter set forth. 


Applicant consents to the imposition of the follow- 
ing conditions in an order granting the relief it 
reqeusts: 


1. In supervising Applicant’s operations and dele- 
gating special responsibilities involving portfolio 
management to Applicant’s investment adviser, 
Management undertakes—as a particular responsi- 
bility within the overall duty of care owed to its 
shareholders—to establish procedures reasonably 
designed, taking into account current market condi- 
tions and Applicant's investment objectives, to sta- 
bilize Applicant's net asset value per share, as 
computed for the purpose of distribution, redemp- 
tion, and repurchase, at $1.00 per share. 


2. Included within the procedures to be adopted by 
Management shall be the following: 


(a) Review by Management, as it deems 
appropriate and at such intervals as are 
reasonable in light of current market condi- 
tions, to determine the extent of deviation, if 


Volume 19, No. 1, January 8, 1980 





any, of the net asset value per share as 
determined by using available market quo- 
tations from Applicant’s $1.00 amortized 
cost price per share, and the maintenance 
of records of such review. ' 


(b) In the event such deviation from Appli- 
cant’s $1.00 amortized cost price per share 
exceeds one half of one percent, a require- 
ment that Management will promptly con- 
sider what action, if any, should be initiated 
by Management. 


(c) Where Management believes the extent 
of any deviation from Applicant’s $1.00 
amortized cost price per share may result in 
material dilution or other unfair results to 
investors or existing shareholders, it shall 
take such action as it deems appropriate to 
eliminate or to reduce to the extent reason- 
ably practicable such dilution or unfair 
results, which may include: redemption of 
shares in kind; selling portfolio instruments 
prior to maturity to realize capital gains or 
losses, or to shorten the average maturity of 
portfolio instruments of Applicant; with- 
holding dividends; or utilizing a net asset 
value per share as determined by using 
available market quotations. 


3. Applicant will maintain a dollar-weighted aver- 
age portfolio maturity appropriate to its objective of 
maintaining a stable net asset value per share; pro- 
vided, however, that Applicant will not (a) purchase 
any instrument with a remaining maturity of greater 
than one year, or (b) maintain a dollar-weighted 
average portfolio maturity which exceeds 120 days. 
In fulfilling this condition, if the disposition of a 
portfolio security results in a dollar-weighted aver- 
age portflio maturity in excess of 120 days, Appli- 
cant will invest its available cash in such a manner 
as to reduce its dollar-weighted average portfolio 





'1To fulfill this condition, Applicant intends to use 
actual quotations or estimates of market value 
reflecting current market conditions chosen by 
Management in the exercise of its discretion to be 
appropriate indicators of value which may include, 
inter alia, (1) quotations or estimates of market 
value for individual portfolio instruments, or (2) 
values obtained from yield data relating to classes of 
money market instruments published by reputable 
sources. 


Volume 19, No. 1, January 8, 1980 


maturity to 120 days or less as soon as reasonably 
practicable. 


4. Applicant will record, maintain, and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 
thereto) described in paragraph 1 above, and Appli- 
cant will record, maintain, and preserve for a period 
of not less than six years (the first two years in an 
easily accessible place) a written record of Manage- 
ment’s considerations and actions taken in connec- 
tion with the discharge of its responsibilities, as set 
forth above, to be included in the minutes of Man- 
agement’s meetings. The documents preserved 
pursuant to this condition shall be subject to inspec- 
tion by the Commission in accordance with Section 
31(b) of the Act if such documents were records 
required to be maintained pursuant to rules adopted 
under Section 31(a) of the Act. 


5. Applicant will limit its portfolio investments, 
including repurchase agreements, to those U.S. 
dollar denominated instruments which Manage- 
ment determines present minimal credit risks, and 
which are of high quality as determined by any 
major rating service or, in the case of any instrument 
that is not rated, of comparable quality as deter- 
mined by Management. 


6. Applicant will include in each quarterly report, 
as an attachment to Form N-1Q, a statement as to 
whether any action pursuant to paragraph 2(c) 
above was taken during the preceding fiscal quar- 
ter, and, if any action was taken, will describe the 
nature and circumstances of such action. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than January 14, 1980 at 
5:30p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied by 
a statement as to the nature of his interest, the 
reasons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he 
may request that he be notified if the Commission 
shall order a hearing thereon. Any such communi- 
cation should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D.C. 
20549. A copy of such request shall be served per- 
sonally or by mail upon Applicant at the address 
stated above. Proof of such service (by affidavit or, in 
the case of an attorney-at-law, by certificate) shall 
be filed contemporaneously with the request. As 
provided by Rule O-5 of the Rules and Regulations 
promulgated under the act, an order disposing of 
the application herein will be issued as of course 
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following said date unless the Commission thereaf- 
ter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10995/December 26, 1979 


In the Matter of 


AMERICAN GENERAL ENTERPRISE FUND, 
INC. 


and 


EQUITY GROWTH FUND OF AMERICA, INC. 
2777 Allen Parkway 
Houston, Texas 77019 


(812-4563) 


ORDER PURSUANT TO SECTION 1 7(b) OF THE ACT 
EXEMPTING A PROPOSED TRANSACTION FROM 
THE PROVISIONS OF SECTION 17(a) OF THE ACT 


On November 30, 1979, a notice was issued (Invest- 
ment Company Act Release No. 10961) of an appli- 
cation filed on November 5, 1979, by American 
General Enterprise Fund, Inc. (‘Enterprise’’) and 
Equity Growth Fund of America, Inc. (‘Equity 
Growth”) (hereinafter collectively referred to as 
“Applicants”), both registered under the Invest- 
ment Company Act of 1940 (‘‘Act’’) as open-end, 
diversified, management investment companies, 
pursuant to Section 17(b) of the Act for an order of 
the Commission exempting from the provisions of 
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Section 17(a) of the Act the proposed combination 
of Equity Growth with and into Enterprise through 
the exchange of shares of Enterprise, at net asset 
value, for the assets of Equity Growth. 


The notice gave interested persons an opportunity 
to request a hearing, and stated that an order dis- 
posing of the application would be issued as of 
course unless a hearing should be ordered. No 
request for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter has been considered, and it is found, on 
the basis of the information stated in the applica- 
tion, that the terms of the proposed transaction, 
including the consideration to be paid or received, 
are reasonable and fair and do not involve over- 
reaching on the part of any person concerned, and 
that the proposed transaction is consistent with the 
policies of the Applicants and with the general pur- 
poses of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the 
Act, that the proposed combination of Equity 
Growth into Enterprise through the exchange of 
shares of Enterprise at net asset value for the assets 
of Equity growth be, and hereby is, exempted from 
the provisions of Section 17(a) of the Act, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10996/December 26, 1979 


In the Matter of 


NATIONWIDE LIFE INSURANCE COMPANY 


and 


MFS VARIABLE ACCOUNT 
One Nationwide Plaza 
Columbus, OH 43216 


(812-4552) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTIONS 22(e), 22(c)(1) AND 27(d) OF THE ACT 


Nationwide Life Insurance Company (‘‘Nation- 
wide’), a stock life insurance company organized 
under the laws of the state of Ohio, and MFS Varia- 
ble Account, a separate account of Nationwide 
registered under the Investment Company Act of 
1940 ("Act’’) as a unit investment trust (collectively 
“Applicants”), filed an application on October 15, 
1979, pursuant to Section 6(c) of the Act for an 
order exempting Applicants from the provisions of 
Sections 22(e), 27(c)(1), and 27(d) of the Act to the 
extent necessary to permit compliance by Appli- 
cants with certain provisions of the Education Code 
of the State of Texas. 


On November 28, 1979, the Commission issued a 
notice (Investment Company Act Release No. 
10956) of the filing of the application. The notice 
gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the 
application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered 
a hearing. 


The matter has been considered and it has been 
found that the granting of the application is approp- 
riate in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 
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IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provi- 
sions of Sections 22(e), 27(c)(1) and 27(d) of the Act 
to the extent necessary to permit compliance by 
Applicants with certain provisions of the Education 
Code of the State of Texas as it would apply to 
payments made on variable annuity contracts 
offered in that state, be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10997/December 26, 1979 


In the Matter of 


OPPENHEIMER DIRECTORS FUND, INC. 
and 


CENTENNIAL CAPITAL SPECIAL FUND, INC. 
One New York Plaza 
New York, New York 10004 


(812-4543) 


ORDER PURSUANT TO SECTIONS 6(c) AND 17(b) 
OF THE ACT EXEMPTING PROPOSED ACQUISI- 
TION FROM SECTIONS 22(c) AND 17(a) OF THE 
ACT AND PURSUANT TO SECTIONS 17(d) OF THE 
ACT AND RULE 17d-1 THEREUNDER TO PERMIT 
PARTICIPATION IN PROPOSED ACQUISITION 


On November 30, 1979, a notice was issued (Invest- 
ment Company Act Release No. 10965) of an appli- 
cation filed on October 1, 1979, and amendments 
thereto on November 13 and 19, 1979, and 
December 10, 1979, by Oppenheimer Directors 
Fund, Inc. (“Directors Fund’’), and Centennial Cap- 
ital Special Fund, Inc. (‘Centennial’’) (‘‘Appli- 
cants”), both open-end, diversified management 
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investment companies registered under the Invest- 
ment Cmpany Act of 1940 (the ‘’Act’’), requesting 
an order of the Commission (1) pursuant to Section 
6(c) of the Act, exempting the proposed acquisition 
of Centennial by Directors Fund from the provisions 
of Section 22(c) of the Act and Rule 22c-1 there- 
under, to permit the proposed issuance of Direc- 
tors Fund shares at net asset value, but at a price 
other than the price next determined after receipt of 
a purchase order; (2) pursuant to Section 17(b) of 
the Act, exempting such acquisition from the provi- 
sions of Section 17(a) of the Act; and (3) permitting 
the sharing of the expenses of such acquisition as 
provided in an Agreement and Plan of 
Reorganization. 


The notice gave interested persons an opportunity 
to request a hearing, and stated that an order dis- 
posing of the application would be issued as of 
course unless a hearing should be ordered. No 
request for a hearing has been filed and the Com- 
mission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemption is approp- 
riate in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Acct. Itis 
also found, on the basis of the information stated in 
the application, that the terms of the proposed tran- 
saction, including the consideration to be paid or 
received, are reasonable and fair and do not involve 
overreaching on the part of any person concerned, 
and that the proposed transaction is consistent with 
the respective policies of the Applicants and with 
the general purposes of the Act. It is further found 
that the participation of the Applicants in the pro- 
posed transaction is consistent with the provisions, 
policies and purposes of the Act and that neither of 
the Applicants’ participation is on a basis less 
advantageous than that of any other participant. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provi- 
sions of Section 22(c) of the Act and Rule 22c-1 
thereunder, to the extent requested, be, and hereby 
is, granted, effective forthwith. 


IT |S FURTHER ORDERED, pursuantto Section 1 7(b) 
of the Act, that the proposed acquisition of Centen- 
nial by Directors Fund be, and hereby is, exempted 
from the provisions of: Section 17(a) of the Act, 
effective forthwith. 
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IT 1S FURTHER ORDERED, pursuant to Section 1 7(d) 
of the Act and Rule 17d-1 thereunder, that said 
application to permit the sharing of expenses of the 
proposed acquisition between Centennial and 
Directors Fund be, and hereby is, granted, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10998/December 26, 1979 


In the Matter of 


SCOTT PAPER INTERNATIONAL, INC. 
Scott Plaza 
Philadelphia, Pennsylvania 19113 


(812-4519) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM ALL PROVISIONS 
OF THE ACT 


On November 29, 1979, a notice was issued (Invest- 
ment Company Act Release No. 10957) of an appli- 
cation filed by Scott Paper International, Inc. 
(‘Applicant’), pursuant to Section 6(c) of the Invest- 
ment Company Act of 1940 (‘‘Act’’), for an order of 
exemption from all provisions of the Act. The notice 
gave interested persons an opportunity to request a 
hearing and stated that an order would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter having been considered, it is found that 
the requested exemption is appropriate in the public 
interest and consistent with the protection of inves- 
tors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 
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Equalization Tax, the Applicant will not 
issue any securities other than (a) common 
stock issued to Scott, (b) debt securities 
issued to SFL as part of the Canadian 
financing arrangements described in the 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 

& that the application for exemption from all provi- 
sions of the Act is hereby granted, subject to the 
following conditions to which Applicant has 
consented: 


(1) Applicant will comply with all the require- 


ments of subparagraphs (1)-(3), (4) (except to 
the extent that foreign branches of United 
States banks are considered to be nationals 
or residents of the United States), (5), and (8) 
(except to the extent that entering into 
parallel loans or buying and selling forward 
exchange contracts are considered to be 
dealing or trading in securities) of para- 
graph (b) of Rule 6c-1; 


at least 90 per cent of the assets of the Appli- 
cant, exclusive of United States Govern- 
ment securities, cash items (including bank 
certificates of deposit), and short-term 
investments in foreign government paper, 
commercial paper, banker's acceptances of 
domestic and foreign banks, state and 
municipal general obligations, revenue 
bonds, and notes, will be invested in or 
loaned to its parent company, Scott Paper 
Company (‘‘Scott’’), or to companies at least 
ten percent of the equity securities of which 
are, or at the completion of the investment 
will be, owned, directly or indirectly, by 
Scott or will be invested in assets utilized in 
the Applicant's function as an operating 
company (/.e., various patent, trademark, 
and other intellectual property rights and 
technical assistance contracts, the branch 
operation in Canada, forward exchange 
contracts, parallel loans, and tangible per- 
sonal property and real estate interests util- 
ized by the Applicant in its operations); and 
any asets of the Applicant not so invested 
will only be invested in or loaned to compan- 
ies which are customers or suppliers of 
Scott or a subsidiary of Scott; and any of the 
assets invested in or loaned to investment 
companies will only be invested in or loaned 
to Applicant’s wholly owned subsidiary, 
Scott Finance Liberia (‘‘SFL’’), or to invest- 
ment companies which are wholly-owned 
subsidiaries of Scott; and 


that unless and until a tax is enacted pro- 
viding a deterrent to the purchase of the 
Applicant's securities United States persons 
comparable to that provided by the Interest 
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application, (c) a promissory note guaran- 
teed by Scott issued to the Royal Bank of 
Canada upon put of the preferred stock of 
Owikeno Finance, Ltd. as described in the 
application, and (d) other debt securities, 
guaranteed by Scott and publicly sold 
abroad, not exceeding $50,000,000 
(excluding the Canadian financing des- 
cribed in the application) issued to foreign 
purchasers under arrangements, including 
legends restricting transfers within the Uni- 
ted States or its territories within the United 
States or its territories or possessions or to 
citizens, nationals, or residents thereof and 
covenants with purchasers or underwriters, 
precluding transfers contrary to these res- 
trictions, without a further order of the 
Commission; provided, however, that in the 
event that the Applicant becomes exempt 
from each and every provision of the Act or 
the Commission adopts, amends, or inter- 
prets a Rule under the Act which would 
exempt the Applicant from each and every 
provision of the act, nothing contained in 
this order or the conditions to which it is 
subject, shall preclude the Applicant from 
being exempt from the Act by virtue solely of 
the applicability of said Rule or 
interpretation. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10999/December 26, 1979 


In the Matter of 


FIDELITY TAX-EXEMPT MONEY MARKET 
TRUST 

82 Devonshire Street 

Boston, Massachusetts 02109 


(812-4508) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 THEREUNDER. 


Fidelity Tax-Exempt Money Market Trust (‘‘Appli- 
cant’), registered under the Investment Company 
Act of 1940 (‘‘Act’’) as an open-end, diversified 
management investment company, filed an appli- 
cation on July 17, 1979, and amendments thereto 
on November 15, 1979, and November 28, 1979, 
requesting an order of the Commission, pursuant to 
Section 6(c) of the Act, exempting Applicant from 
the provisions of Section 2(a)(41) of the Act and 
Rules 2a-4 and 22c-1 thereunder, subject to condi- 
tions, to the extent necessary to permit Applicant to 
value its portfolio securities using the amortized 
cost method of valuation. 


On November 30, 1979, a notice was issued (Invest- 
ment Company Act Release No. 10964) of the filing 
of the application. The notice gave interested per- 
sons an opportunity to request a hearing and stated 
that an order disposing of the application would be 
issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemption is approp- 
riate in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provi- 
sions of Section 2(a)(41) of the Act and Rules 2a-4 
and 22c-1 thereunder, to the extent requested, be 
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and hereby is granted, effective forthwith, subject to 
the following conditions agreed to by Applicant: 


1. In supervising Applicant's operations and dele- 
gating special responsibilities involving portfolio 
management to Applicant’s investment adviser, 
Applicant’s Board of Trustees undertakes—as a 
particular responsibility within the overall duty of 
care owed to its shareholders—to establish proce- 
dures reasonably designed, taking into account cur- 
rent market conditions and Applicant's investment 
objectives, to stabilize Applicant’s net asset value 
per share, as computed for the purpose of distribu- 
tion, redemption, and repurchase, at $1.00 per 
share. 


2. Ineluded with the procedures to be adopted by 
the Board of Trustees shall be the following: 


(a) Review by the Board of Trustees as it 
deems appropriate and at such intervals as 
are reasonable in light of current market 
conditions, to determine the extent of devia- 
tion, if any, of the net asset value per share 
as determined by using available market 
quotations from Applicant’s $1.00 amor- 
tized cost price per share, and maintenance 
of records of such review.' 


(b) In the event such deviation from Appli- 
cant’s $1.00 amortized cost price per share 
exceeds one half of one percent, a require- 
ment that the Board of Trustees will 


promptly consider what action, 
should be initiated. 


if any, 


(c) Where the Board of Trustees believes 
the extent of any deviation from Applicant's 
$1.00 amortized cost price per share may 
result in material dilution or other unfair 
results to investors or existing share- 





‘Applicant states that to fulfill this condition, it 
intends to use actual quotations or estimates of 
market value reflecting current market conditions 
chosen by its Board of Trustees in the exercise of its 
discretion to be appropriate indicators of value. In 
addition, Applicant states that the quotations or 
estimates utilized may include, inter alia, (1) quota- 
tions or estimates of market value for individual 
portfolio instruments, or (2) values obtained from 
yield data relating to classes of money market 
instruments published by reputable sources. 
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holders, it shall take such action as it deems 
appropriate to eliminate or to reduce to the 
extent reasonably practicable such dilution 
or unfair results, which may _ include: 
redemption of shares in kind; selling portfo- 
lio instruments prior to maturity to realize 
capital gains or losses, or to shorten Appli- 
cant’'s average portfolio maturity; withhold- 
ing dividends; or utilizing a net asset value 
per share as determined by using available 
market quotations. 


3. Applicant will maintain a dollar-weighted aver- 
age portfolio maturity appropriate to its objective of 
maintaining a stable net asset value per share; pro- 
vided, however, that Applicant will not (a) purchase 
any instrument with a remaining maturity of greater 
than one year, or (b) maintain a dollar-weighted 
average portfolio maturity in excess of 120 days.? 


4. Applicant will record, maintain, and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 
thereto) described in paragraph 1 above, and Appli- 
cant will record, maintain, and preserve for a period 
of not less than six years (the first two years in an 
easily accessible place) a written record of the 
Board of Trustees’ considerations and actions taken 
in connection with the discharge of their responsi- 
bilities, as set forth above, to be included in the 
minutes of the Board of Trustees’ meetings. The 
documents preserved pursuant to this condition 
shall be subject to inspection by the Commission in 
accordance with Section 31(b) of the Act as though 
such documents were records required to be main- 
tained pursuant to rules adopted under Section 
31(a) of the Act. 


5. Applicant will limit its portfolio investments, 
including repurchase agreements, if any, to those 
United States dollar denominated instruments 
which the Board of Trustees determines present 
minimal credit risks, and which are of high quality 
as determined by any major rating service or, in the 
case of any instrument that is not so rated, of com- 
parable quality as determined by the Board of 
Trustees. 





2In fulfilling this condition, if the disposition of a 

portfolio instrument results in a dollar-weighted 
average portfolio maturity in excess of 120 days, 
Applicant will invest its available cash in such a 
manner as to reduce its dollar-weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 
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6. Applicant will include in each quarterly report, 
as an attachment to Form N-1Q, a statement as to 
whether any action pursuant to paragraph 2(c) 
above was taken during the preceding fiscal quar- 
ter, and, if any such action was taken, will describe 
the nature and circumstances of such action. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11000/December 27, 1979 


In the Matter of 


AMERICAN GENERAL 
COMPANY 


INSURANCE 


CAL-WESTERN SEPARATE ACCOUNT A 


CAL-WESTERN VARIABLE FUND C 
2727 Allen Parkway 
Houston, TX 77019 


(812-4562) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING A PROPOSED TRANSACTION FROM 
SECTION 17(a) OF THE ACT 


American General Insurance Comany, a Texas Cor- 
poration, Cal-Western Separate Account A, an 
open-end diversified management company regis- 
tered under the Investment Company Act of 1940 
(“Act’’) and Cal-Western Variable Fund C, another 
open-end diversified management company which 
is similarly registered, filed an application on 
November 5, 1979, and an amendment thereto on 
December 6, 1979, for an order pursuant to Section 
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17(b) of the Act exempting a proposed transaction 
from the provisions of Section 17(a) of the Act. 


On December 10, 1979, a notice (Investment Com- 
pany Act Release No. 10875) was issued of the 
filing of said application. The notice gave interested 
persons an opportunity to request a hearing, and 
stated that an order disposing of the application 
would be issued as of course unless a hearing 
should be ordered. No request for a hearing has 
been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the terms of the proposed transaction are reasona- 
ble and fair and do not involve overreaching on the 
part of any person concerned and that the proposed 
transaction is appropriate in the public interes* and 
is consistent with the protection of investors and 
with the general purposes of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the 
Act, that the proposed transaction be, and herebyis, 
exempted from the provision of Section 1 7(a) of the 
Act, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11001/December 27, 1979 


In the Matter of 


IVY FUND, INC. 
201 Devonshire Street 
Boston, Massachusetts 02110 


and 


FURMAN SELZ MAGER DIETZ & BIRNEY 
INCORPORATED 

110 Wall Street 

New York, New York 10005 


and 


GRANTHAM, MAYO, VAN OTTERLOO & Co. 
125 High Street 
Boston, Massachusetts 02110 


(812-4573) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING TEMPORARY EXEMPTION FROM PRO- 
VISIONS OF SECTION 15(a) OF THE ACT. 


Ivy Fund, Inc. (“Fund”), registered under the Invest- 
ment Company Act of 1940 (“‘Act’’) as an open-end, 
diversified management investment company, Fur- 
man Selz Mager Dietz & Birney Incorporated (‘‘Fur- 
man Selz’’), and Grantham, Mayo, Van Otterloo & 
Co. (“Grantham Mayo’’), both registered invest- 
ment advisers under the Investment Advisers Act of 
1940 (the Fund, Furman Selz and Grantham Mayo 
hereinafter collectively referred to as the “Appli- 
cants”’) filed an application on November 21, 1979, 
and an amendment thereto on December 3, 1979, 
pursuant to Section 6(c) of the Act, for an order of 
the Commission temporarily exempting the Appli- 
cants from the provisions of Section 15(a) of the Act 
to permit the Fund and Furman Selz to enter into an 
interim investment advisory contract and Furman 
Selz and Grantham Mayo to enter into an interim 
subadvisory contract whereby Furman Selz and 
Grantham Mayo will manage that portion of the 
Fund's portfolio currently being managed by SCNC 
Advisory Corporation SCNC until new investment 
advisory and subadvisory contracts between the 
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above parties have been implemented in accor- 
dance with the procedures of Section 15 of the Act. 


On December 5, 1979, a notice (Investment Com- 
pany Act Release No. 10973) was issued of the 
filing of said application. The notice gave interested 
persons an opportunity to request a hearing, and 
stated that an order disposing of the application 
would be issued as of course unless a hearing 
should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found that 
the granting of the requested exemption is approp- 
riate in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT |S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for temporary exemption from 
the provisions of Section 15(a) of the Act, to the 
extent requested, be, and hereby is, granted effec- 
tive forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11002/December 27, 1979 


CLARK JOSEPH WINSLOW 
16 Bobolink Lane 
Greenwich, Connecticut 


File No. 812-4587 
Investment Company Act of 1940 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 9(c) OF THE ACT AND ORDER OF 
TEMPORARY EXEMPTION PENDING DETERMINA- 
TION OF THE APPLICATION 


NOTICE IS HEREBY GIVEN that Clark Joseph Wins- 
low (‘Winslow’) has filed an application pursuant 
to Section 9(c) of the Investment Company Act of 
1940 (the ‘‘Act’’) for an order exempting him and 
any company with which he is presently or in the 
future may become an affiliated person, from the 
provisions of Section 9(a) of the Act and, without 
prejudice to the Commission's consideration of 
such application, has requested that the Commis- 
sion grant a temporary exemption from Section 9(a) 
pending the Commission’s determination of the 
application for permanent exemption. All interested 
persons are referred to the application on file with 
the Commission for a statement of the representa- 
tions therein which are summarized below. 


Winslow is an employee of Glickenhaus & Co., a 
partnership registered with the Commission as a 
broker-dealer and investment adviser, with offices 
at 522 Fifth Ave., New York, New York. Winslow 
was formerly a vice president and director of Camp- 
bell Advisers, Inc., a registered investment adviser, 
also with offices in New York, New York. Glicken- 
haus & Co., among other things, acts as an invest- 
ment adviser, depositor and principal underwriter 
for investment companies. 


On December 27, 1979, the Commission com- 
menced an action, pursuant to Sections 21(d) and 
(e) of the Securities Exchange Act of 1934, against 
Winslow, alleging that he engaged in acts and prac- 
tices which constitute violations of Section 10(b) of 
the Securities Exchange Act of 1934 and Rule 10b- 
5 promulgated thereunder. During the period 
covered by the complaint, Winslow was a vice presi- 
dent and director of Campbell Advisers, Inc. 
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Simultaneously with the commencement of the 
action, and without admitting or denying any of the 
allegations of the Complaint, Winslow consented to 
the entry of a Final Order by the United States Dis- 
trict Court for the Southern District of New York 
prohibiting him directly or indirectly, by the use of 
any means or instrumentality of interstate com- 
merce, or of the mails, or of any facility of any 
national securities exchange in connection with the 
purchase or sale for his own account, for the 
account of any member of his family or for any 
account in which he has a beneficial interest of any 
security, from making any untrue statements of a 
material fact or omitting to state a material fact 
necessary in order to make the statements made, in 
the light of the circumstances under which they 
were made, not misleading. 


Section 9(a) of the Act, insofar as is pertinent here, 
makes it unlawful for any person, or any company 
with which such person is affiliated, to act in the 
capacity of employee, officer, director, member of 
any advisory board, investment adviser, or depositor 
for any registered investment company, or principal 
underwriter for any registered open-end company, 
registered unit investment trust, or registered face- 
amount certificate company if such person is by 
reason of any misconduct enjoined by any court of 
competent jurisdiction from engaging in or continu- 
ing any conduct or practice in connection with the 
purchase or sale of any security . 


Section 9(c) provides that upon application the 
Commission shall grant an exemption from the pro- 
visions of Section 9(a) either unconditionally or on 
an appropriate temporary or other conditional basis, 
if it is established that the prohibitions of Section 
9(a), as applied to the applicant, are unduly or dispro- 
portionately severe or that the conduct of such per- 
son has been such as not to make it against the 
public interest or protection of investors to grant 
such application. 


Winslow submits pursuant to Section 9(c) that the 
prohibitions of Section 9(a) of the Act, to the extent 
applicable by virtue of the entry of the Final Order, 
would be unduly and disproportionately severe as 
applied to Winslow and that his conduct has not 
been such as to make it against the public interest or 
protection of investors to grant this exemption. In 
support thereof, Winslow represents that: 


(1) The prohibitions of Section 9(a) would 
deprive Glickenhaus & Co. of the services of 
Winslow. 
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(2) The activities of Winslow with regard to 
the purchase and sale of Fairchild common 
stock did not relate to his activities as an 
investment adviser. 


(3) All personnel of Glickenhaus & Co. 
including Winslow are supervised by man- 
agement personnel so as to assure com- 
pliance with applicable federal, state and 
other applicable laws, rules and 
regulations. 


(4) Winslow has never before been required 
to apply for an exemption from the provi- 
sions of Section 9(a) of the Act. 


(5) The prohibitions of Section 9(a) would 
deprive Winslow of his ability to be 
employed as an employee of Glickenhaus & 
Co., thereby potentially jeopardizing his 
livelihood. 


(6) The application of the law regarding the 
activities complained of by the Commission 
in the Complaint is complex and uncertain 
and was a Case of first impression. Winslow 
had no intention to violate the federal secur- 
ities laws and believes he has been pun- 
ished sufficiently. 


The Commission has considered the matter and 
finds that: 


(1) the prohibitions of Section 9(a) may be 
unduly, or disproportionately severe as app- 
lied to Winslow in that his conduct has been 
such as not to make it against the public 
interest or protection of investors to grant 
the application for a temporary exemption 
from Section 9(a) pending determination of 
the application; and 


(2) in order to maintain the uninterrupted 
services provided by Winslow and Glicken- 
haus & Co. to the regulated investment 
companies involved, it is necessary and 
appropriate in the public interest and con- 
sistent with the protection of investors and 
the purposes fairly intended by the policy 
and provisions of the Act that the temporary 
order be issued forthwith. 
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Accordingly, IT IS ORDERED, pursuant to Section 
9(c) of the Act, that Winslow and any company with 
which he presently is or in the future may become 
an affiliated person be and they are hereby tempor- 
arily exempted from the provisions of Section 9(c) of 
the Act operative as a result of the'entry of the Final 
Order against Winslow, pending final determina- 
tion by the Commission of Winslow's application for 
an order exempting him and any company with 
which he presently is or in the future may become 
an affiliated person from the provisions of Section 
9(a) operative as a result of the entry of such Final 
Order. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than January 27, 1980 at 
5:30p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied by 
a statement as to the nature of his interest, the 
reasons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he 
may request that he be notified if the Commission 
shall order a hearing thereon. Any such communi- 
cation should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D.C. 
20549. A copy of such request shall be served per- 
sonally or by mail (air mail if the person being served 
is located more than 500 miles from the point of 
mailing) upon John F.X. Peloso, Esq., Sage Gray 


} Todd & Sims, 140 Broadway, New York, New York, 


10005. Proof of such service (by affidavit or, in the 
case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. 
At any time after said date, as provided 
by Rule O-5 of the Rules and Regulations 
the application herein will be issued as of course 
following said date unless the Commission thereaf- 
ter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 8957/December 19, 
1979 


SECURITIES AND EXCHANGE COMMISSION v. 
SUN COMPANY, INC., ET AL. (S.D.N.Y., 78 Civ. 284 
and related cases) 


The Securities and Exchange Commission 
announced today that it had reached a settlement 
agreement with Sun Company, Inc. (‘Sun’’), wher- 
eby Sun agreed to a court order requiring it to divest 
itself of all the shares of common stock of Becton, 
Dickinson & Co. it acquired in January, 1978. The 
order will require that the stock be disposed of in 
accordance with a plan of divestiture satisfactory to 
the Commission. The settlement is subject to a 
number of conditions, including the submission to 
the Commission of a definitive agreement as to the 
precise manner in which Sun will dispose of the 
Becton-Dickinson stock. The settlement also 
includes a settlement of related litigation brought 
against Sun by Becton, Dickinson & Co., certain of 
its shareholders, and related class actions brought 
on behalf of various public investors. 


The agreement in principle was arrived at among 
the parties after a trial on the issue of liability was 
held before Judge Robert L. Carter of the United 
States District Court for the Southern District of 
New York. Following that trial, Judge Carter issued 
his opinion finding, among other things, that Sun 
had engaged in an illegal tender offer for the shares 
of Becton-Dickinson in January, 1978. At that time, 
Sun acquired approximately 6.5 million shares 
(32%) of Becton-Dickinson stock. Judge Carter’s 
opinion is reported at 475 F.Supp. 783 (S.D.N.Y., 
1979). The litigation as to the other defendants has 
not been settled and will continue. 


Sun’s settlement with the Commission contem- 
plates that Sun will dispose of its shares of Becton- 
Dickinson in accordance with a plan of divestiture 
that has been tentatively agreed to between Sun 
and Becton-Dickinson. Under that tentative agree- 
ment, Sun will dispose of its stock in Becton- 
Dickinson pursuant to an offering by Sun of 
approximately $390 million in debentures exchan- 
geable into Becton-Dickinson shares. During the 
period that the debentures are outstanding, the 
underlying shares of Becton-Dickinson will be voted 
at the direction of the debenture holders. 
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In addition to consenting to a court order requiring it 
to divest itself of the Becton-Dickinson stock, Sun 
has agreed with the Commission to consent to a 
final judgment of the Commission's action which 
prohibits Sun from acquiring within ten years from 
the date of the court’s order any securities of 
Becton-Dickinson so long as it retains a beneficial 
interest in any of the common stock of Becton- 
Dickinson acquired in January, 1978 which totals 
5% or more of the class of securities acquired, 
unless permitted by the court upon notice to the 
Commission and Becton, Dickinson & Co. 


The Commission understands that Sun and Becton- 
Dickinson have today issued a joint announcement 
which in more detail sets forth the terms of the 
divestiture agreement. 


The entire settlement is contingent upon a resolu- 
tion of all claims against Sun in all of the related 
litigation, which will require agreement on the final 
terms and approval by the court. 





Litigation Release No. 8958/December 20, 
1979 


UNITED STATES v. MARTIN TOLCHIN 79 Crim. 858 
(S.D.N.Y.) 


Stephen L. Hammerman, Administrator of the New 
York Regional Office of the Securities and Exchange 
Commission and Robert B. Fiske, Jr., United States 
Attorney for the Southern District of New York, 
announced that on December 4, 1979, a federal 
grand jury sitting in the Southern District of New 
York returned a sixteen (16) count indictment 
charging Martin Tolchin (“Tolchin’) of Lawrence, 
New York with conspiracy to violate the federal 
securities statutes as well as the laws prohibiting 
the obstruction of justice and the filing of false 
statements to secure loans from federally insured 
banks. 


Tolchin is president and chairman of the Board of 
Directors of Tolchin Instruments, Inc., a New York 
corporation engaged in the manufacture and sale of 
musical instruments. The indictment charges that 
during the years 1969 through 1975 Tolchin caused 
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the financial statements of Tolchin Instruments, 
Inc. to be falsely inflated by a total of 
$3,239,758.00. The false financial statements 
were allegedly used to obtain loans totalling 
$1,725,000 from Chemical Bank and $1,104,000 
from Bank Leumi. 


According to the indictment, the false financial 
statements were prepared at Tolchin’s direction by 
Marvin F. Rosenbaum (‘‘Rosenbaum”) of W. R. Wolf 
& Co., the independent outside account for Tolchin 
Instruments, Inc. False profits were ahcieved, it is 
alleged, by falsely inflating the company’s invento- 
ries. 


The indictment further charges that the conspiracy 
ended in 1976 when the creditors of Tolchin Instru- 
ments, Inc. forced Tolchin to replace Rosenbaum as 
auditor. At that time, Tolchin tried to conceal the 
inflated financial statements by writing-down the 
inventory by $2,844,000 and falsely attributing this 
loss to competition with another company. 


Finally, the indictment charges that Tolchin attemp- 
ted to obstruct justice by perjuring himself and sub- 
orning the perjury of another witness during a 1977 
investigation by the Securities and Exchange 
Commission. 


If convicted, Tolchin faces maximum sentences of 
five years imprisonment and a $10,000 fine on the 
conspiracy count and each of the six securities 
fraud counts; two years imprisonment and a $5,000 
fine on each of the eight bank fraud counts; and five 
years and a $5,000 fine on the obstruction of justice 
count. 


In a related civil action brought by the Commission, 
Tolchin consented to the entry of a permanent 
injunction on August 23, 1977 enjoining him from 
further violations of the anti-fraud, reporting and 
proxy provisions of the federal securities laws. 
(S.E.C. v. Tolchin Instruments, Inc., et al., 77 Civ. 
4155 (CHT) (S.D.N.Y.)). (LR-8100) 
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Litigation Release No. 8959/December 20, 
1979 


U.S. v. JAMIE MATLICK FARRIS, ET AL. (9th Circuit, 
No. 78-2514) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange 
Commission, announced that on November 26, 
1979 the United States Court of Appeals for the 
Ninth Circuit affirmed the convictions of Jamie 
Matlick Farris and Marcus Theodore Baumann, 
both of Phoenix, Arizona, on two counts of securi- 
ties fraud. The Court also affirmed the conviction of 
Richard Tamuty of Cave Creek, Arizona on two 
counts of mail fraud and reversed his convictions on 
seven other counts of mail fraud. The defendants 
Farris, Baumann and Tamuty had been convicted in 
connection with the sale of various interests inland 
contracts offered for sale and sold by Cochise Col- 
lege Park, Inc. 


For further information see Litigation Releases Nos. 
5315, 5399, 5427, 5445, 7571, 7946, 8064 and 
8154. 





Litigation Release No. 8960/December 26, 
1979 


SEC v. BIG D OIL & GAS CO., INC., ET AL CA-3-77- 
0440-C (N.D. TEX) 


Michael J. Stewart, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, announced that on November 15, 
1979, the Honorable William M. Taylor, Jr., United 
States District Judge, after a trial on the merits, 
found that Big D Oil & Gas Co., Inc., and Robert C. 
Duncan, both of Dallas, Texas, had violated the reg- 
istration provisions but not the antifraud provisions 
of the Securities Act of 1933 or the antifraud provi- 
sions of the Securities Exchange Act of 1934. 


The Commission’s amended Complaint, filed on 
August 12, 1977, alleged that defendants had 
| offered and sold unregistered securities in the form 
of fractional undivided working interests in oil and 
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gas bases based upon misrepresentations of, and 
omissions to state, material facts concerning 
defendants prior operational history. 


The Court found that defendants had violated the 
registration provisions of the federal securities laws 
with respect to their initial offerings but not the 
antifraud provisions. The Court declined to enter 
permanent injunctions against the defendants 
based upon a finding that there was no reasonable 
likelihood of future violations. Judgment for defend- 
ants was entered on November 29, 1979. 


For further information, see Litigation Release No. 
7875. 





Litigation Release No. 8961/December 26, 
1979 


SECURITIES AND EXCHANGE COMMISSION v. 
ATLAS OIL EXPLORATION, INC., ET AL. (S.D. Miss. 
Civil Action No. S-79-0259 (R)) 


Jule B. Greene, Regional Administrator of the 
Atlanta Regional Office of the Securities and 
Exchange Commission, announced that on 
December 3, 1979 the Honorable Dan M. Russell, 
Jr., District Court Judge for the Southern District of 
Mississippi, entered final judgments of permanent 
injunction restraining defendants Haskell J. Bonner 
of Shreveport, Louisiana, Jerry F. Mims of Hogans- 
ville, Georgia, and Gerald W. Keenum of New 
Orleans, Louisiana, from further violations of the 
anti-fraud provisions of the Securities Act of 1933 
and the Securities Exchange Act of 1934. The per- 
manent injunctions specifically enjoin these 
defendants from further violations of the anti-fraud 
provisions in connection with the sale of securities 
of Atlas Oil Exploration, Inc. (““Atlas’’), Atlas Oil Cor- 
poration (‘Atlas Oil’’), Continental Petroleum, Inc. 
(‘Continental’), and Energy Associates, Incorpo- 
rated (‘‘Energy’’), or any other security. The injunc- 
tion entered against Bonner specifically enjoins him 
from making misrepresentations and omitting to 
disclose material facts concerning: (1) the back- 
ground and experience of the driller; (2) the produc- 
tion of the issuer's existing wells; (3) the expected 
return of the investment; and (4) the risks of the 
investment. The final judgments of permanent 
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injunction were entered upon the consent of these 
defendants without admitting or denying the allega- 
tions in the Commission’s Complaint. 


The Complaint, filed July 12, 1979, alleged viola- 
tions of the registration and anti-fraud provisions of 
the federal securities laws by four Mississippi cor- 
porations: Atlas, Atlas Oil, Continental, and Energy 
and violations of the anti-fraud provisions by Atlas 
Consultants, Inc., a Mississippi corporation, and 
eight individual defendants in connection with the 
offer and sale of fractional undivided working inter- 
ests of oil and gas leases. The Complaint further 
alleged that Mims, former executive vice president 
of Atlas, Bonner, the driller of the Atlas and Contin- 
ental wells, and Keenum, a former salesman with 
Atlas and Atlas Oil, made untrue statements of 
material fact and omitted to state material facts, 
concerning, but not limited to: (1) the anticipated 
production of proposed wells; (2) the return on an 
investment; (3) that Zeno A. Goss, president of 
Atlas, misappropriated not less than $275,000 of 
the proceeds of the offerings; (4) the entry of cease 
and desist orders by seven states restraining the 
sale of securities of Atlas, Atlas Oil, Continental, 
and Energy. Final orders of permanent injunction 
had previously been entered against all other 
defendants on July 13, 1979. 


(For further information see Litigation Release No. 
8835.) 





Litigation Release No. 8962/December 26, 
1979 


SEC v. UNIVERSAL LANCASTER CORPORATION, 
ET AL CA4-77-267-E (N.D. TEX.) 


Michael J. Stewart, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, announced that on November 19, 
1979, the Honorable Eldon B. Mahon, United States 
District Judge, after a trial on the merits, found that 
Universal Lancaster Corporation, Roy T. Rimmer, 
both of Fort Worth, Texas, and Ward S. Johnson, of 
Orange, California, had not violated the antifraud 
and proxy solicitation provisions of the federal 
securities laws. 
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The Commission's Complaint, filed September 22, 
1977, alleged that AGC Industries, Inc., formerly a 
publicly-held, Fort Worth-based corporation, was 
merged into Universal Lancaster Corporation on 
September 30, 1976, in a going-private transaction 
whereby the shareholders of AGC were to be paid 
$1.25 per share for their stock. The Complaint 
alleged that Rimmer and Johnson prepared proxy 
statements soliciting the proxies of the AGC share- 
holders to vote their approval of the merger without 
disclosing, among other things, that there would be 
insufficient funds available to pay the AGC share- 
holders for their stock. 


As to all defendants, the Court declined to enter 
orders of permanent injunction. 


For further information, see Litigation Release No. 
8192 





Litigation Release No. 8963/December 27, 
1979 


SECURITIES AND EXCHANGE COMMISSION v. 
CLARK JOSEPH WINSLOW (United States District 
Court for the Southern District of New York) Civil 
Action No. 79-7012 


The Securities and Exchange Commission today 
announced that the United States District Court for 
the Southern District of New York entered a Final 
Order against Clark Joseph Winslow of Greenwich, 
Connecticut in an action by the Commission alleg- 
ing violations of the anti-fraud provisions of the 
Securities Exchange Act of 1934. The Defendant 
Winslow consented to entry of the Final Order with- 
out admitting or denying the allegations in the Com- 
mission’s Complaint, which was filed today. 


In its Complaint the Commission alleged that in 
March 1979, as aresult of his inquiry about unusual 
trading in the common stock of Fairchild Camera 
and Instrument Corporation (‘Fairchild’), Winslow 
was informed of a rumor that a major British electri- 
cal products manufacturer, which was identified, 
might be interested in acquiring Fairchild. Upon 
hearing the rumor, according to the Complaint, 
Winslow contacted an officer of- Fairchild, made 
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false and misleading statements to him, including 
that he knew who it was that was seeking to acquire 
Fairchild, and offered to convey the name of that 
company to Fairchild in exchange for several 
hundred thousand dollars, to be returned if the 
information proved to be incorrect. The Complaint 
alleged that Winslow also represented to the Fair- 
child officer that he thought he could say at what 
price the offer would be made; that the company to 
acquire Fairchild had a history of acquiring other 
firms, purging management and operating the com- 
pany in a way that would result in dismemberment 
of the structure of the organization; and that their 
pattern was clear in previous acquisitions, and that 
Fairchild would certainly find it to be the case if 
Fairchild were to be acquired by them. Fairchild 


declined Winslow's offer, according to the Com- 
plaint. Winslow purchased 700 shares of Fairchild 
common stock on the day of his conversations with 
the Fairchild officer and subsequently effected 
other transactions in the stock. 


The District Court ordered that Winslow not make 
any untrue statement of a material fact or omit to 
state a material fact necessary in order to make the 
statements made, in the light of the circumstances 
under which they were made, not misleading, in 
connection with the purchase or sale of any security 
for his own account, for the account of any member 
of his family or for any account in which he has a 
beneficial interest. 
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